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The Prime Minister Looks Ahead 


In his recent broadcast Mr. Churchill for the first 
time devoted himself to post-war problems and, in 
doing so, crystallised much of the rather nebulous 
discussion that has taken place in recent months. 
Without committing himself to prophecies, the Prime 
Minister suggested that the most probable course of 
the war would be for Germany to collapse before 
Japan, perhaps next year, though possibly in 1945. 
This would mean a partial demobilisation of our 
forces and various problems would at once become 
more urgent. In , Mr. Churchill envisaged 
the establishment of a “‘ Council of Europe,” in which 
groups or confederations of the smaller States would 
be represented side by side with the Great Powers. 
At home, the time would have arrived for the an- 
nouncement of a Four Years’ Plan, covering five or 
six large measures. By 1945 our present Parliament 
would have lived ten years, and a new House of 
Commons would have to be freely chosen by the 
whole electorate, including the armed forces, as soon 
as the necessary arrangements could be made. In 
the suggested Plan “ national compulsory insurance 
for all classes for all purposes from the cradle to the 
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grave” would havea leading place. With regard 
to agriculture, it would be necessary to reconcile 
the maintenance of “the expansion and improve- 
ment ”’ of British agriculture with the country’s need 
for abundant food. But the Government is ap- 
parently prepared to shoulder substantial charges 
under this head. After referring to such matters as 
national health, broader and more liberal education, 
and religion, Mr. Churchill pointed out that the large 
immediate task of planning and re-building our cities 
and towns will make a very great call on all our 
resources. At the same time this will be an immense 
opportunity not only for the improvement of housing, 
but to provide employment in the post-war years. 
In conclusion, Mr. Churchill stressed the need for 
reasonable stability of the price level in order to 
safeguard the value of savings, and gave an assurance 
that it is not intended “to shape our plans or levy 
taxation in a way which, by removing 
incentive, would destroy initiative and enterprise.” 
Both private ay thelr” and State enterprise must be 
enabled bag Play their parts to the utmost, though 
Ph ype broadening field for State ownership 


and enterprise, eapecially in relation to monopolies 


43 . 
s . 
at_ : 
ng ’ 
ed a | 
ke : 
ire a 
nt, } 
aw : 
ar - 
he 
ew e 
= SaaS SSS 
ee a Number 596 
. SSS SSSSSSSsSasSseaos6e000606060—0—_—0>?0“qReesssssssssS—eoo SSO EEE 
o- a 
iti- PAGE PAGE PAGE . 
be 
in 
ax 
ng 
m- 
ts. 
ok - 
re - 
ed 
1u- 
ng, 
yet a 3 
n- eee eeeeseEeeseeeseeEeEeEeeeeeeeesesee nnn - 
ree . ’ 3 
vill 
ing : 
th 
of ee 
to 
the 
ine . 
nts 
ire. 
ty- 
On 
ax. : 
tis- 
6d. 
ke. . 
fon 
ich 
ive : 
0., 


120 ACCOUNTANCY 


Company reports and accounts circulated to share- 
holders and notice of the general meeting must not 
occupy a greater area of paper than 120 square inches 
—approximately one sheet of foolscap. This must 
include the envelope—a rule which in practice will 
necessitate the use of a method of folding to dispense 
with an envelope. If a chairman’s address is circu- 
lated, this also must be included within the 120 square 
inches. An increase to 180 square inches is allowed 
in the case of summarised or consolidated accounts. 
The size of dividend warrants or tax deduction forms 
is restricted to 21 square inches separately, or 42 
square inches together; cheques must not exceed 
6 by 3 inches, and headed letter paper 57 square 
inches. These provisions are contained in a recent 
Control of Paper Order (S.R. & O. 1943, No. 406), 
and serve to reinforce the general requirement in a 
previous Order that ‘‘ No person shall . . . use or 
cause to be used in . . . any document, leaflet, pam- 
phlet, report, letter, or memorandum, any greater 
quantity of paper than such as is reasonably 


required... .” 


Members of the. accountancy profession have 
already effected considerable economies in their use 
of paper, and their influence and example have un- 
doubtedly had good effects in the offices of their 
clients and throughout the commercial community. 
But we take this occasion of repeating the request 
we have made in previous issues that our readers will 
give urgent consideration to devising all possible 
means of further saving, and will see that economy 
is, in fact, practised in every detail of daily routine. 
Specific suggestions which have been made include 
the typing of balance sheets on both sides of the paper; 
omission of the covers usually placed on balance 
sheets ; and writing on both sides of working papers. 


Accountants should also observe the methods 
recommended for adoption in all offices, such as the 
use of small notepaper (octavo whenever possible) ; 
use of both sides of the paper, and elimination of 
blank margins ; typing in single spacing ; the use of 
gummed slips instead of envelopes for invoices and 
similar communications ; the discontinuance of postal 
acknowledgments ; use of the back of letters received 
for carbons of replies ; and elimination of carbon copies 
except of essential matters. Copies can often be 
dispensed with by the use of set letters, duplicated or 
printed. In sending out communications without 
envelopes, care should be taken to observe Post 
Office regulations. A leaflet. showing how suitable 
types of folders can be made up is obtainable from the 
Postal Services ent, H.M.B. (Gen.), Cairn 
Hydro, Harrogate, orkshire. 


Tax Deduction Changes 


.. Two minor changes in the arrangements for tax 
deduction at source will come into effect on May 1, 
_in virtue of a new order (S.R. & O. 1943, No. 397). 
The modifications are intended to meet certain cases 
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of special hardship which have been revealed by the 
working of the system to date. Henceforth, if deduc- 
tions already equal the full tax liability, they are to 
cease for the remainder of the deduction period, or 
if too much tax has been charged the excess is to 
be refunded forthwith by the employer. Secondly, 
on the termination of an employment the employer 
must deliver to the employee a statement in writing 
showing the amount of tax which has been deductible 
from each wage payment. Within ten days, the 
employer must also render a return to the Collector, 
showing the total tax deducted in the current period 
and the balance remaining to be collected, as well 
as the total emoluments of the employee since the 
previous April 5 (or October 5, in the case of a weekly 
wage-earner chargeable half-yearly, if that is the more 
recent date). Similarly, the new employer must 
notify within ten days the date of commencement 
of the new employment, and pending a fresh notifi- 
cation must continue deductions on the same basis 
as the previous employer. In general, the.deduction 
system seems to be working smoothly, but it is argued 
that the considerable lag which still exists between 
the earning of income and payment of taxes may 
cause serious trouble if national income should decline. 


The Profession and the Future 

The shape of to come is much in men’s 
minds at present. e accountancy profession of 
the future must depend to a considerable extent on 
the policy adopted by the professional bodies in 
regard to training and education, and we welcome 
the emphasis given to this subject in such utterances 
as the recent address by Mr. F. R. M. de Paula, O.B.E., 
F.C.A., to an audience of Chartered and Incorporated 
Accountants. A short report of this address is on 
page 130, and we hope that it will help to stimulate 
among members in all parts of the country general 
discussions such as were commended by the President 
of the Society when he was the guest of the London 
District Society Committee, as reported in our Decem- 
ber issue. On the personal views expressed by Mr. 
de Paula there will be wide divergences of opinion, 
but there is no question of the importance of the 
issues raised. Much thought has been and will 
continue to be given to the problems of secret re- 
serves and the valuation of assets. The Design of 
Accounts has been the subject of investigation by 
the Incorporated Accountants’ Research Committee. 
Costing and the position of accountants in industry 
are important factors in any plans and discussions 
of the future. 


At the same time the profession is not unmindful 
of the more general economic problems of the post- 
war world. The Incorporated Accountants’ Students’ 
Society of London has followed Mr. Oscar Hobson's 
lecture on ‘‘ Accountancy and Post-War Economics ” 
by a provocative address by Mr. Collin Brooks, 
shortly reported on page 129 of this issue, on “‘ Post- 
‘econstruction ’’; and on page 138 we record 
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a luncheon meeting of the Sheffield District Society, 
when an address was delivered by Mr. F. ‘ 
M.P., on “ Town and Country Planning.” 


Hire Purchase Control 

Strict ation of all hire and instalment 
sales has instituted by recent Orders of the 
Board of Trade. The operation of the Hire Purchase 
(Control) Order, 1943, was postponed from March 1 
to March 22, and before that date it had been revoked 
and replaced by the more comprehensive Hire Pur- 
chase and Credit Sale Agreements (Control) Order 
(S.R. & O., 1943, No. 321). Complementary Orders 
have been or will be made to cover second-hand 
goods ; general and utility furniture ; perambulators ; 
motor cycles, pedal cycles and tricycles; sewing 
machines ; carpets, linoleum, and other floor cover- 
ings ; wireless receiving sets of the domestic or - 
able type ; deaf aids ; and domestic heating, cooking, 
and ee ee Some of these are noted on 
138. e general effect is that no addition to 
the retail cash price may be made for hire , 
or credit sale facilities in respect of price-controlled 
goods other than those covered by the special Orders, 
which contain clauses governing the amount of the 
charge and the duration of the contract. Second- 
hand goods are subject to similar regulations to those 
applicable to new goods. The new provisions do not 
apply to agreements entered into before March 22, 
nor do they Pett the making of a new agreement 
to readjust the terms of an existing agreement, pro- 

vided that certain conditions are observed. 


Incidence of Local Rates 


The 1942-43 analysis of ‘‘ Rates Levied in Various 
Towns,” compiled by Mr. W. Allison Davies, F.S.A.A., 
Borough Treasurer of Preston, is the 58th annual 
statement of its kind. Owing to the wartime cen- 
sorship of information ing certain aspects of 
local government, the range of information presented 
is necessarily curtailed, but there is still a complete 
record of rates levied for varies purposes and of gas 
and water charges. It is satisfactory to note a fair 
number of scattered reductions in rates for the 
current year. To assess the incidence of local tax- 
ation by reference to poundage rates alone, and with- 
out taking into account local differences in valuation 
and assessment, is notoriously misleading. At the 
extremes, however, the variations in rates are so 
wide as to leave no doubt of the great inequality 
in the burden of local taxation. Differences in 
valuation, for example, cannot account for the 
contrast between Bournemouth’s 8s. rate at one end 
of the scale and Merthyr Tydfils’ 30s. at the other. 
At the same time, there is a clear connection between 
high total rates and the cost of public assistance, 
the latter requiring, for example, a rate of only 
slightly more’ than 10d. in Bournemouth and of 13s. 
2d. in Merthyr. Nor has civil defence acted as an 
equalising factor, the rate for this p j ing. 
fiom less'than 2d: in a low-rated area like Blackpool 
to more than ‘2s. in densely-populated and vulnerable * 
Fast Hami.'' One effect of the Beveridge scheme, of 
course, would "be to réemdve''public assistance froni 
the rates. Though it is not to be supposed that 
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the Exchequer would pass on to the municipalities 
the full equivalent of this relief, this is one aspect 
of the proposals which should be universally approved. - 


Buoyant Revenue 

With eleven days of the financial year still to go, 
the national revenue already totalled {2,719-0 
million, or {91-9 million more than the estimate for 
the full year. On the other hand, expenditure had 


reached £5,425-8 million, leaving a current deficit of 


£2,706-8 million, or rather more than was originally 
envisaged for the whole year. It is nevertheless 
satisfactory that taxation should be covering slightly 
more than 50 per cent. of our present colossal war 


Original Excess (+) 
To Estimate or 
March 20 for year shortfall (—) 
, 7 bor " 
Ordinary Revenue bye my 1 + ae 
i owe Ds + 
Deiat ee “Pp  2,659-4 + 47-4 
Income Tax 960-6 913-0 + 476 
Sur-tax ... 71-0 78-0 — 740.. 
+ ae Duties, etc. 90-1 90-0 + 1 
eer pe 9676 4250 — 574 
447-6 438-3 + 93 
Excise 407-4 366-7 + 40-7. 


As will be seen from the foregoing table, income tax 
has comfortably exceeded the estimate, but surtax 
has lagged behind, a movement which obviously 
reflects the shift in the distribution of the national 
income in favour of the lower income groups. E.P.T. 
receipts are also substantially below the estimate, 
though this may be regarded as an encouragi 

ign of our success in avoiding inflation. e 
remarkable buoyancy of excise receipts, on the other 
hand, suggests that inessential consumption is still 
at an undesirably high level. ries 


The Building Society Movement 


For the first time since the war began, the total 
assets of the building society movement increased 
slightly last year. Full returns are not yet available, 
but the assets of 76 societies, comprising about two- 
thirds of those of the whole movement, rose by {5.5 
million to £493 million. An interesting feature is 
the revival of new mortgage business. For these 
76 societies it was almost doubled at just under {10 
million, though this is, of course, very small com- 
pared with the pre-war volume and provides an outlet 
for only a fraction of current receipts on interest 
and repayments. In consequence, the year saw a 
further substantial addition to the liquid assets of 


the societies. For the movement as a whole, it is 


estimated, liquid assets now exceed 20 per cent. of 
the total, indicating cash and investments of the 
order of £150 million. Even in the early stages of 
the war, withdrawals were quite moderate considering 
the general upheaval, and it can now be said that 
the movement has come quite unshaken, and indeed 
strengthened, through this severe test. It faces the 
future with public confidence unimpaired and. with © 
abundant ‘free resources to assist in the finance of _ 
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vey Formerly the See 


The Annual Subscription to ACCOUNTANCY is 
125, 6d., which includes postage to all parts of the world. 
The price of a single copy is 1s. Od., postage extra. 
All communications to be addressed to the Editor, 


Incorporated Accountants’ Hall, Victoria Embankment, 


° London, W.C.2 


ACCOUNTING PRINCIPLES 


One of the criticisms of professional accountants 
which in the past has been difficult to meet and 
impossible adequately to refute has been that they 
ei arn to the point when it becomes negative 
in ter and obstructive in action. Critics have 
described them as unimaginative, and have deplored 
the lack of evidence of a pioneering spirit. These 
criticisms have come from within as well as from 
outside the fession, and the Councils of the 
principal bodies of accountants have been the par- 
ticular target of the more vocal of the internal critics. 
For this reason, the initiative shown by the Council 
of the Institute last December when it issued some 
recommendations on accounting problems deserved 
a warmer welcome than it received at the time. Some 
further recommendations were made last month and 

in full on page 131 of this issue. 

t is to be noted that the purpose of the recom- 
mendations is to inform members of what the Council 
regard as the best practice, and it is thereby implied 
that the methods now recommended have already 
been tested and applied by the more progressive 
practitioners. This fact alone refutes the i 
generalisations of the critics of the profession, an 
proves that there are not lacking accountants whose 
critical and imaginative faculties are being constantly 
applied to the accounting problems with which they 
are faced. 

It is significant that the latest recommendations 
are concerned almost exclusively with various as 
of the treatment of taxation in accounts. From 
being a partner in industry the State, under the opera- 
tion of Excess Profits Tax, National Defence Con- 
tribution and Income Tax, has become virtually the 
proprietor, if indeed “ proprietor” is the correct 
description of the recipient of the lion’s share of the 
oo of production who yet accepts no responsi- 
ity for the operations. In these circumstances 
provision for the share of profits due to the State 
must be shown clearly inaccounts. On this point the 
recommendations go beyond the mere question of dis- 


closure and deal with matters which are fundamental. 


To the average layman, the incidence of taxation 
and the provision made therefor in accounts have 
been beyond his comprehension. The method of 
assessing income tax on the basis of the results of 
the previous year, added to the distinction drawn 
between accounting and taxation years, has led to 
confusion; and 
confounded by the assessment to Excess Profits Tax 
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confusion has become- worse — 
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and National Defence Contribution on the result 
of the actual year of assessment and by the separate, 
and in some respects different, methods of computa- 
tion. And it may be confessed that the contribution 
of the profession to the removal of misconceptions 
has not been conspicuous or even noticeable. We 
have been content if provision has been made in 
accounts for the correct proportion of the legal 
liability for income tax, and we have passed accounts 
in which no provision has been made for the liabilities 
for excess profits tax and national defence contribu- 
tion arising on the profits shown in them. While 
poe were stable and income tax at a comparatively 

w rate only was involved, the consequences of 
adopting the legal liability standard were not notice- 
able or serious; but under present conditions 
those consequences can be very serious and even 
catastrophic, and the five recommendations dealing 
with the provision to be made for taxation and the 
full disclosure in accounts of the methods adopted 
and the periods covered should be widely welcomed. 

The second group of recommendations deals with 
a question which has been the subject of controversy 
in recent years in professional circles and in the 
professi Press, and here a middle course between 
the rival disputants has been followed. There are 
cogent reasons why annual charges which represent 
definite liabilities should be shown gross in accounts, 
and the orthodox method has been recommended. 
On the other hand the recommendation that distri- 
bution of profits to proprietors should be shown 
net is a concession, to the more advanced view 
which can be strongly supported. Perhaps the 
method adopted is of less lhapottannic than the 
necessity of showing clearly what has been done, 
and the recommendations will be entirely justified 
if they lead to greater uniformity of practice. 

The recommendation under the third heading 
raises an interesting problem in company control. 
Theoretically it would be correct to apply to com- 
panies an old adage and to say, “ The Director pro- 
poses but the Shareholder disposes,”’ and its logical 
result would be to reject the suggestion that provision 
for the proposed distribution of profits should be 
made in accounts before their submission to and 
adoption by shareholders. In practice, however, such 
theoretical considerations are of academic interest 
only. The usual reaction of shareholders to direc- 
tors’ pro is that the dividend policy is too 
conservative, and cases where dividend recommenda- 
tions are not adopted are rare indeed. The orthodox 
practice of showing in accounts only such dividends 
Dhar are yn Benet es wpe ype gf arp oa 
the published accounts being out of date as soon as 
the annual meeting has been held. The recommenda- 
tion that provision should be made in the books and 
in the annual accounts for the proposed dividend 
distribution is in accordance with the more progres- 
sive views held in the profession and in industry. 

Those who in the past have criticised the Institute 
for its apparently conservative and complacent 
attitude towards the demand for guidance from its 
own members and from the public generally will 
see in this series of recommendations the justification 
for their importunity. 
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~ Price Control 
The two following articles have been contributed through the Incorporated Accowntants’ Research Committee. 
* I—The Practical Aspect 


The essentials of a successful system of price 

control are :— 

i. That it should prevent excessive prices being paid 
by Government or civilian purchasers; i.e. that 
an excess of demand over supply should not 
produce inflated profits. 

- ii. That inefficiency should not be encouraged, by 
making wasteful methods profitable. 

iii. That it should keep in existence the firms whose 
production will be required, either now or in the 
near future. Prices which are reasonable for low- 
cost producers may, for example, be impossible 
for other manufacturers whose production will 
be needed. 

iv. That, so far as possible, it should be readily 
comprehensible, in accordance with existing trade 
practices, flexible and easily enforced. Returns 
and investigations should be reduced to the 


It is the purpose of this article to review in general 
terms the price control methods which have been 
used in Government Departments during the past 
three years in their attempt to find systems which 
will meet these requirements. 

Four different price theories can be detected in 
current Departmental practice, namely that prices 
should be fixed :—(a) in relation to the actual costs 
of the producer ; (6) on the basis of what the Depart- 
ment estimates to be a reasonable price ; (c) in ratio 
to prices current at some earlier date; and (d) on 
competitive tender. Within each system, there is a 
great variety of method and the groups not infre- 
quently overlap. The close relationship between 
price control and standardisation (of clothing, for 
example) should be noted. 


‘The ‘‘ Cost’? Theory 
In the cost theory group comes the much criticised 
“ cost-plus ”’ contract, still in use by most Govern- 
ment Departments for urgent work for which tenders 
cannot conveniently be obtained, and for “‘ educa- 
tional’ contracts. Permitted profits under this 
theory may be expressed in many different ways :— 

As a fixed percentage on turnover (e.g. Board of 
Trade Utility Price Control) ; 

As a percentage on “ capital employed,” usually 
with an allowance for efficiency based on an undis- 
closed formula (e.g. contracts of the Ministries of 
Supply and Aircraft Production) ; 

As a varying percentage on turnover, the per- 
centage falling as the turnover increases (e.g. M.A.P. 
Repair Contracts and R.E. Contracts) ; 

As a fixed sum on a specific contract or product 
(e.g. M.A.P. maximum price contracts). 

“Cost” is computed in at least three ways :—In 
telation to individual articles, to specific contracts or 
to the total output of a financial period. The com- 


aay ta of costs is gradually becoming standardised, 
ut there are variations of tice as regards manage- 
ment remuneration and the allocation of overheads. 
Within this group comes the Board of Trade Utility 
price omit § system, under which manufacturers 
are permitted to charge cost price plus a permitted 
enya a profit. In two respects, however, the 

has adopted the second theory of ‘‘ reasonable 
price,” in that (a) manufacturers cannot exceed 
specified ‘‘ ceiling prices,’’ whatever their costs may 
be, and (8) wholesalers and retailers are not allowed 
to charge their actual costs, but are restricted to 
percentage “‘ margins’’ on their returns which are 
supposed to cover their reasonable expenses and profit. 
Another example of this duality of method arises in 
some Ministry of Works contracts, under which a 
contractor is allowed labour and material costs plus 
a percentage to cover reasonable overheads and profit. 


The ‘* Reasonable Price ’’ Theory 


The theory that a Department, after enquiry and 
tiations, should fix a reasonable price is exempli- 
fied in the two cases quoted above, in many Ministry 
of Agriculture edicts and in the “ target price ’’ and 
“technical costing’ procedure of the Ministri istries of 
Supply and of Aircraft Production. Other examples 
are to be found in Ministry of Food price lists, in 
Admiralty attempts to fix “day rates”’ for certain 
repair work, and in the fixing of minimum and 
maximum prices for bricks, with cartage rates for 
specified areas. This use of lower and upper price 
limits is an interesting instance of an attempt to 
provide for differing production costs, as is also the 
more recent case of utility furniture, where manu- 
facturers are required to pay into a common pool 
75 per cent. of the difference between the permitted 
price and their actual costs plus 6 per cent. of the 
maximum price. The future development of the 
price control mechanism may lie in this direction. 


The ‘‘ Basis Date ’’ Theory 
In the early days of-the war, the view that prices 
should be “ pegged ” at a percentage of the prices in 
force on a stipulated date had obvious attractions, 
but the method has equally obvious limitations ; it 
can only be used for semi-standardised goods or 
services (e.g. laundry work) and it soon gets out of 
date if costs rise in varying proportions in different 
areas. For these reasons, the system has been little 

used in this country. 


The ‘‘ Competitive Tender ’’ Theory , 
From its nature, the competitive tender procedure 
is applicable only ‘to Government contracts where a 


close specification is possible and where a sufficient 


number of reputable contractors are prepared to 


tender : examples are therefore mainly to be found in 
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contracts for equipment such as clothing (often 
riced on a standard size, with agreed variation for 
ger and smaller sizes). The Ministries wisely 
refuse to be under any obligation to accept the lowest 
—_ seam sae A be affected by E.P.T. con- 
siderations, by a desire to get Ministry su in 
respect of proposed labour withdrawals or slic 
of materials and by a lively sense of other benefits to 


Government interference with the normal pricing 
system in wartime is mainly designed to prevent 
abnormally high profits being reaped and to ensure 
fairness in the distribution of the limited supplies of 
ess available. The entry into the market of the 
_Government, as a large scale buyer, would raise the 
prices of the | pie. they require for war purposes ; 
the transfer of resources from production of civilian 
supplies to instruments of war would provoke a rise 
in the price of the reduced supply available to meet 
normal or enhanced demand. 

As there is little possibility of controlling all prices 
by immediate action when hostilities begin, the 
Government has to use the existing framework of the 
pricing 2. and from this its main difficulties 
arise. e Government finds it n in the 
conduct of a Great War to be the sole arbiter of all the 
productive efforts of the community, and yet it must 
attempt to produce a situation of “ fairness” to 
everybody—producers as well as consumers. A 
modified form of private enterprise is allowed to 
continue, and private firms retain some day-to-day 
control of their own organisation. The supply 
departments obtain a large proportion of the war 
materials they require from existing firms. Civilian 
products are supplied to the public through the usual 
channels of pre-war enterprise. The problem then 
is :-— 

(a) To fix the prices of the goods supplied by private 

enterprise to the Government. 

(6) To fix the prices to the public for : 

(i) goods, mainly necessaries, which are rationed 
in quantity ; 
(ii) luxury goods, of which supplies are restricted, 
but which remain unrationed. 
“Interference with the prices current may be in 
respect of all products or those for Government use 
and civilian necessaries only. Producers of some 
could be allowed to charge such prices as the 
market would bear, to reap abnormal profits of which 
they could be deprived by a high excess profits tax. 
But the prices of these uncontrolled g soon rise 
inordinately, because producers and intermediaries 
have an incentive to force prices up to such a height 
as ensures the earning of pre-war total profits from a 
much reduced turnover. 

Alternatively, priate might be limited by authority 
so that abnormal profits would not accrue. Thisis 
the method adopted for all rationed goods, and it 
prevents exploitation of workers in the lower income 
groups. To some extent the prices of luxury or non- 
nn nee Mee 
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ive unsuccessful firms an 
at the accepted price. 


come) and frequently 
aga. of taking or 
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great variety of methods in use may indicate 

that no real solution has yet been found to the 

oblem of price-fixing : their success is to be judged 

by the fact that price levels as a whole have been 

remarkably stable, despite many individual inequities 
and anomalies. 


Government Supplies 

The supplies required by the Service Departments 
for Government use must be obtained whatever the 
cost. Ina sense, it does not matter how high are the 
prices paid for war materials, if the producers are 
deprived of abnormal profits by a high tax. But the 
prices paid are bound to influence the economy 
generally. Producers earning excess profits may be 
easy going and forced into conceding wage increases 
to their employees, and inflationary tendencies may 
be set up, unless all civilian goods are rationed. 
Therefore, the Government must use every device to 
ensure that its supplies are obtained at the minimum 
pom But these prices must be high enough to 
eep all the firms in production whose products are 
required for the war effort, including marginal firms. 
The simplest method of price-fixing, if it were possi- 
ble, would be to set a “standard”’ price for every 
product the Government requires, and offer this to 
every producer. But in normal times the plant and 
equipment of firms is laid out to produce a differ- 
entiated product, which may be sold in a particular 
price-class. There can be no useful averaging of the 
costs or prices of the products of a large number of 
firms—the deviations from any average are too great 
to ensure. fair treatment for all producers. If it is 
possible to alter the lay-out of equipment, it takes 
some time, and even when completed the organisation 
of the firm may be such that costs are not brought into 
line with other firms. Many firms are inexperienced 
in the production of the wartime articles they are 
required to fabricate and their costs may be much 

above those of other firms. 5 
If individual firms are called upon to quote a firm 
price for a given product they may be reluctant to do 
so, because they are unable to control their costs as 
effectively as they are enabled to do in normal times. 
Price-fixing by a firm for its product for a period 
ahead is possible in normal conditions because of the 
reliability of its forecasting. A producer is enabled 
to calculate a standard or estimated cost of produc- 
tion for some period ahead, as much as twelve months 
or longer, and to fix his selling price on the fair 
assumption that the variations in cost will be small. 
He is able to contract for supplies of raw materials 
and semi-manufactured goods and to arrange stable 
wages rates over the same period. Contractual rela- 
tionships covering the “ season ” or period of produc- 
tion permeate all the “finished goods ’’ industries 


and have a steadying effect on the dependent indus- 
tries. There are fluctuations in prices and c es in 
the kind, quality and style of goods produced, but 
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taken generally they are only occasionally of sufficient 
magnitude to disturb the prices of all goods seriously. 

But in wartime all this is changed. The wages 
rates in all industries may be forced up and the cost 
of raw materials is enhanced by heavy transport costs, 
shipping losses and delays. Even if many of these 
events are covered by Government control of wages 
and “ levelling ” of the prices of imported materials, 
there is great uncertainty about the decisiors of the 
Control and their effect on the manufacturer’s costs. 
The “ budget,” “‘ standard,” or estimated costs often 
vena out of date before production has proceeded 
very far. 

To meet some of these difficulties a variety of price- 
fixing methods is desirable in practice, with a fair 
amount of elasticity in their working. Some of these 
are set out in the preceding article. There it is shown 
how the methods used meet the different forms of 


organisation of manufacturing enterprise. 
Prices of Civilian Necessaries 


At first sight it may seem most convenient to fix a 
maximum retail price and to leave the working out of 
other prices to those directly concerned as producers 
or wholesalers. But maximum retail prices are not 
necessarily reflected back evenly through wholesalers 
to producers, and some friction may be set up. In 
the earlier stages of control it may be desirable to 
begin with producers’ prices. During the twenty 
years before the war many products were subject to 
price-fixing by individual firms or were sold at con- 
ventional prices, and wholesalers and retailers’ mar- 
gins were calculated as a percentage on producers’ 
prices. As the price-fixing authority gets a better 
working adic i of the reactions upon industry of 
its control, it will be desirable to make prices at every 
stage from producer to retailer. The conventional 
margins of wholesalers and retailers may be adjusted 
to reflect changes in costs caused by increased or 
reduced turnover. 


Limitations of Price Control 


The control of prices does not necessarily ensure 
that the allocation of supplies of commodities will be 
“ equitable ”’ as between all those who wish to acquire 
them. Assuming that the supply is much below the 
normal demand, there is every reason to believe that 
allocation would be accidental, dependent upon influ- 
ence or the seller’s valuation of the buyer as a poten- 
tial post-war customer. To avoid such unfairness the 
rationing of supplies is necessary and desirable. 

For goods required by the War Departments a 
system of priorities has to be arranged to cut off the 
least urgent uses of raw materials and labour in short 
supply. 

a are some ‘conventional ’’ necessities or 
lower ranking necessities which it is not considered 
desirable to cut off entirely, perhaps because the labour 
and materials cannot be transferred to war industries. 
The controlling authority may find difficulty, having 
on its hands enough already to occupy it fully, in 
fixing prices for them. The prices of such uncon- 
trolled goods may rise in yay ese fashion. To 
provide some limited supply for those of small means, 
it has been found desirable to press manufacturers to 
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produce a “ standard ’” or utility article at a fixed 
price. As an inducement to come into the market, 


- special allocations of scarce raw materials at favour- 


able prices may be offered. 

Price regulation may weaken the incentive to pro- 
duce if the prices fixed are too low, and some firms 
may be compelled to go out of business. If the pro- 
duction of these firms is required in normal times, 
because of the differentiated product they make, then 
it would be harmful to force them out ad existence. 

There are complaints sometimes that the price- 


- fixing authority sets prices high enough to yield more 


than normal profits to very weak firms, thus providing 
super profits for the efficient firms. This is inevitable 
if a price is rigid, but it may be tolerated if it is 
desirable to induce weak firms to produce. 

The State regulation of prices is at best but a 
temporary expedient to control and direct economic 
activity into those channels which serve its present 
purpose. There is no possibility of the controlling 
authority being in a position to calculate accurately 
the changes in prices which are required to reflect 
changes in costs, but on the whole it strives for fair-. 
ness between the producers and consumers involved. 
If wages rates could be held for longer periods, prices 
would be subject to fewer changes, but there is bound 
to be pressure for increases in wages at a time when 
labour is in a strategic bargaining position. Quite 
apart from changes caused by wages increases, prices 
may need to be altered to reflect surprising changes 
in the efficiency of plant utilisation, which arise out 
of the changing technique and specialisation, and 
‘increased or decreased throughput of the plant. 

State price-fixing in itself would have the effect of 
causing a reallocation of productive resources. Unless 
the public demand for commodities can be assessed 
accurately, interference with the normal economic 
forces may be harmful to the National Dividend. For 
that reason it should be given up as soon as possible 
after the termination of hostilities. 


WAR DAMAGE PREMIUMS REDUCED 


In view of recent experience and of the amounts 
already paid by way of premium, the Board of Trade 
have decided to reduce the premium under both the 
business scheme and the private chattels scheme 
established under Part II of the War Damage Act, 
1941. It was announced in September, 1942, that the 
business scheme premium for the year ending Sep- 
tember 30, 1943, would not exceed {1 per cent., and 
the rate was fixed at 10s. for the first six months. 
For the six months from April 1 the premium will be 
5s. per cent., making a total of 15s. per cent. for the 
year, compared with a total of £1 per cent. for the 
previous year. Premiums payable under the private 
chattels scheme have been reduced for any period of 
insurance inning on or after March 18, 1942, to 
one-half of the rates previously in force. The new 
premiums are 10s. per cent. per annum on the first 
£2,000 insured, 15s. Fa cent. on the next {1,000, 
and {1 per cent. on the next £7,000. The minimum 

ium is 10s., and policies will continue to be 
issued for a period of one year. 
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In considering the pension proposals put forward 
Sir William Beveridge, it is important to appreciate 
his point of view. 
Under the existing arrangements, the State pension 
of 10s. a week is payable as of right to men on attain- 


ing age 65 and to women at age 60. They may in — 


addition receive a supplementary pension up to 
17s. for a married couple (making 37s. altogether), 
or 12s. for a single person (giving a total of 22s.), 
with further allowances in respect of rent, provided 
they satisfy a needs test. 

But Sir William is much disturbed by the pro- 
gressive increase in the proportion of older people 
to yer since the beginning of the present century, 
and attention to some very interesting and 
impressive figures (printed in paragraph 234 of his 
ah based on the White Paper on Current Trends 
of Population in Great Britain. 

Retirement Pensions 

In these circumstances to give full subsistence 
income to every citizen on attaining a certain age, 
irrespective of whether he was earning wages or not, 
would impose, it is said, ‘‘ an unjustifiable and harmful 
burden on all citizens below that age.” On this 
principle, Sir William would grant, not “old age ”’ 
pensions, but retirement pensions. There would be 
no fixed ‘age for retirement, but only a minimum 
pension age of 65 for men and 60 for women, at or 
oo which each individual would ae sem 
of retiring and claiming a pension. Until he did so 
poder see. Ace by or on behalf of him would have 
to be paid in the same way as for all other persons. 

The scheme is concisely summarised in the Govern- 
ment Actuary’s report. 

“ Retirement Pensions payable from age 65 (men) 
or 60 (women) at 24s. a week to a single person and 
40s. for a married couple, subject to the following 
qualifications : 

(i) The married couple’s joint pension to be pay- 
able irrespective of the age of the wife, but 
dependent on her not being at work. 

(ii) Payment of pension to be dependent on retire- 
ment from work. 

(iii) Pension to be increased in case of postponement 
of retirement after -65 or 60 by ls. a week for 
a single pensioner, or 2s. for a married couple, 
for each year of such deferment. 

(iv) Basic pensions will not be payable at the full 
rates, i.e., 24s. single and 40s. joint, until the 
expiry of a transitional period of 20 years from 
the beginning of the scheme.” 

Having regard to the possible effect of these 
new proposals on voluntary pensions funds, it is 
desirable to examine them in some detail. 

The persons to be considered fall into three main 
groups. (1) The first group consists of existing 
pensioners and persons who at the beginning of the 
scheme, which is assumed to be July 1, 1944, have 
at least 5 years’ continuous insurance for pensions. 
All the persons in this group would, on retirement, 
receive the same basic rate of pension no matter 
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when they reached pensionable age and claimed the 
pension. For example, those who claimed in 1945 
would get 25s. jointly, rising to 26s. 6d. in 1947, 
28s. in 1949, and so on; or for single persons 14s. 
in 1945, 15s. in 1947, and 16s. in 1949, and a person 
who claimed on reaching age 65 say, in 1949 would 
be entitled to the same amount as the existing 

ioner would receive in that year, namely 28s. 
joint or 16s. single. The fact t he may have 
paid more contributions than the other makes no 
difference. Thus the pension payable would reach 
the subsistence level of 40s. joint and 24s. single 
by 1965. If existing pensioners do not retire from 
work they would continue to receive the pension 
at the present rate of 10s. a week. 

(2) The second group consists of persons who are 
mainly brought into insurance for the first time, i.e., 
(a) persons gainfully occupied, but not under a con- 
tract of service ; (b) persons not gainfully occupied ; 
and (c) persons hitherto excepted from insurance. 

All these persons would have to contribute for 
10 years before qualifying for pension. After that, 
on reaching the minimum pensionable age for re- 
tirement they would receive not the basic pension 
then payable to the first group of persons, but a 
pension of 25s. a week or 14s. single, rising by Is. 6d. 
joint or ls. single far every further year of contri- 
bution. For example, a man aged 50 in 1945 would 
reach the minimum pensionable age of 65 in 1960, 


-and would then have paid 15 years’ contributions. 


This would entitle him to the basic pension of 25s. 
joint or 14s. single, plus an amount of 7s. 6d. joint 
or 5s. single in respect of the additional 5 years’ 
contributions. The total pension would, therefore, 
be 32s. 6d. joint or 19s. single. This would go 
unchanged throughout life, without any further 
annual increase as in the case of persons in the first 
class. In other words, the increase of pension would 
depend not merely on the passing of time, but also 
on the number of contributions paid. 

Whatever might be the merit of this arrangement, 
it would seem to work rather hardly, if not unfairly, 
on persons hitherto ‘‘ excepted’’ from State insur- 
ance. They would be deprived of their existing 
rights (wholly or in part), and compelled to contribute 
to the new scheme as insured persons and taxpayers, 
but would not enjoy the increasing pension given 
to persons in the first group. It is, moreover, a 
little difficult to see how this proposal satisfies the 
principle of providing pensions at the subsistence 
level. Sir William points out that the reason is 
that there is a relatively large number of persons 
in this group for whom pension provision is being 
made in other ways. But viewed in another aspect, 
may it not with good reason be said that the distinc- 
tion between persons in the first and second groups 
is in the nature of a penalty on voluntary provision 
for retirement ? 

It should be observed that of these new entrants 
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into compulsory insurance men of age 55 or women 
of 50 at the commencement of the scheme could 
not qualify for pension at all unless, of course, they 
remained at work after the minimum pensionable 
age. Such persons would be allowed to claim ex- 
compere. ae that part of the contribution which 
is or pension purposes. 

3)" Finally, there is a third group. This includes 
(a) persons who have made some contributions for 

ion under the existing scheme but have not 
the full qualification of 5 years’ continuous insurance, 
and (6) Special Voluntary Contributors for pensions 
under the Act of 1937 who have subscribed for 
pensions and under present conditions can obtain 
them after 10. years’ contributions. For this class 
Sir William says regulations will have to be made, 
and he puts them somewhere in between the first 
and second groups. 

Now it is obvious that at the beginning of the 
scheme and for some years afterwards I 4s. for a single 
person and 25s. for a married couple will be scarcely 
sufficient for subsistence. And it should be remem- 
bered that these figures are based on a 25 per cert. 
increase in the cost of living, as compared with 1938. 
As a married couple are entitled as of right to 20s. a 
week under the present contributory pension scheme, 
the rise of 5s. under the Beveridge proposals leaves 
them precisely where they were before. In the case 
of a single person the increase from 10s. to 14s. 
represents a 40 per cent. rise, but, of course, even this 
would be wholly inadequate. Therefore, says Sir 
William, these persons must have recourse to national 
assistance, which is subject to a needs test. 

The author of the Report recognises that his scheme 
is open to the criticism that it is unreasonable to 
require retirement as a condition of pension unless and 
until the pension is adequate for subsistence. This 
might be so, he admits, if the object in view was to 
encourage retirement. That, however, is not the 
policy underlying these proposals. 

Position of Voluntary Pension Funds 

During the transition period the Beveridge Plan 
relies upon voluntary funds or savings to supplement 
the State pension. Sir William says, “‘ in view of the 
vital need of conserving resources in the immediate 
aftermath of war, it is impossible to justify giving 
. . . full subsistence pensions to people who have 
neither contributed for such pensions nor are in need 
of them, who may in fact have full pension provision 
made for them in other ways by virtue of their 
a. The postponement for 20 years of the 
full State pension would enable the great variety of 

uation schemes now in existence to be 
adjusted if “to the establishment of 
universal subsistence pensions for all citizens.”’ 

These adjustments would, of course, depend on 
considerations relating to each individual scheme. 
Some pension funds, for instance, provide for con- 
tributions.and benefits to be paid as a percentage of 
salary or wages. Others are at a flat rate in both 
cases ; while some funds are non-contributory. The 
question will arise whether the employee can afford to 
continue his voluntary contribution to a private fund 
in addition to the increased State contribution. And 
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similar considerations will affect employers. It 
should be remembered also that both employers and 
insured persons will have additional liabilities to meet 
as taxpayers, in respect of the very substantial State 
contribution under the scheme. 

Again, provision of the new high rate of State 
pension might disturb the existing relationship in 
individual schemes between remuneration and pen- 
sion rates. Much would depend, of course, on the 
future level of wages and prices. These matters can 
only be settled in the light of actual conditions after 
the war, but it is clear that whatever adjustments are 
to be made will need very careful consideration. 

There is a further point arising out of the grant of 
the State pension only on retirement from work. 
Sir William says, “there are other superannuation 
schemes for some of which pension can be drawn only 
on retirement, which may be earlier or later according 
to the choice of the individual ; ieee of universal 
unconditional pensions by the State will lead many 
people to take this with their other superannuation 
provision and retire.” And that he is rather afraid. 
of; it is not in the national interest, he says, that 
women of 60 and men of 65 should retire, but should 
go on working if they can. As a rule pensions under 
private schemes are payable on retirement from the 
service of the undertaking to which the fund applies. 
In future, however, the question may arise whether 
there should not be the er condition that such 
pensions would only be payable if the employee 
qualifies for the State pension by giving up work 
altogether. 

Another complication is the fact that some schemes 
in industry now provide for the payment of pension 
at a lower retiring age than under the State scheme. 
In such cases it might be necessary to pay a certain 
rate of pension up to age 65 (60.in the case of women) 
and then reduce it when the pensioner became 
entitled to the State pension. 

Most superannuation funds, of course, build up 
reserves to meet accrued liabilities in respect of 
pensions. If the pension rates are reduced, of 
these reserves may be released, and the question will 
arise, what is to be done with them. Some equitable 


_ allocation would have to be made as between the 


contributing parties—employer and employed—or by 
consent they might be applied for other purposes of 
the fund. But this, of course, would be a matter for 
the actuary. : 

In the recent debate in the House of Commonts it 
was said that the Government could not agree to Sir 
William Beveridge’s proposals in regard to the transi- 
tion period or the payment of contributory State 
pensions at the subsistence level. The Lord President 
of the Council stated that the Government preferred 
a different approach and would fix a definite rate of 

ion and contribution, even if the initial rate were 
somewhat higher than that recommended under the 
Beveridge scheme. On the other hand, the principle 
was accepted that the payment of ‘‘ old age pensions ” 
should in future be contingent upon retirement from 
work. There, for the moment, the matter rests, 
until the details of the Government’s proposed alter- 
native scheme are available. 

“é (To be continued) - 
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It is not generally realised that: Tax Reserve 
Certificates, whose issue was begun in December 
1941, have beceme the most fs Fy of the Govern- 
ment’s tap loans—the popularity in this context 
being measured by the volume of subscriptions that 
have been attracted by this new security rather 
than by the number of subscribers to it. From the 
date of issue of the first certificate on December 23, 
1941, up to Fe 27 of this year, £615,550,000 
had been taken up by the public. Over the same 
period the certificates tendered in payment of taxes 
totalled {146,698,506 so that at the end of February 
£468,851,494 were outstanding. Over the same 

iod {623,944,000 was rai in National War 
mds and {582,225,000 in Savings Bonds. Nor 
does the pull of Tax Reserve Certificates lose any 
of its force. It had generally been assumed that 
the issue of these securities would rise to a ceiling 
fairly quickly and that thereafter the encashments 
for tax pa ts would balance new subscriptions. 
This would certainly tend to be the case if the certi- 
ficates merely ne: 5 up the funds which, but for 
their issue, would have remained in bank deposits 
in anticipation of tax payments. But in January 
last, the first month tas which the tendering 
of certificates for tax payments reached really sub- 
stantial proportions, namely {24,730,848 as compared 
with the preceding 10 months’ total of £51,716,600, 
the subscriptions for new certificates were nearly 
twice the figure of encashments, namely £48,650,000. 
In February encashments jumped to {70,251,058, 
but new subscriptions at {45,250,000 were still higher 
than those for any other tap loan of the Government. 
The attractions of this security for certain classes 
of taxpayers must be considerable, and it is evident 
by now that the funds drawn by them are considerably 
eater than the amounts which would otherwise 
ave been left with the banks in anticipation of tax 
yments. In other words the issue of these Tax 
pes Certificates represents more than a tidying 


tion; it has side-tracked an appreciable flow 


of funds which would otherwise have made their 
way directly into one or other of the Government's 
issues. 
. Reasons for Issue 
The certificates, which have been continuously on 
tap since December 23, 1941, bear interest at 1 per 
cent. free of tax in so far as they are applied to the 
payment of taxes, but carry no interest in so far 
as they are not so applied. The arguments in favour 
_of creating this new security may be put as follows : 
In certain cases a considerable interval elapses be- 
tween the date of receipt of income or profit subject 
to tax and the date at which the tax is payable to 
the Revenue; With taxes at their present level, 
; the total sum accrued in respect of taxes but not 
_ yet ~ pe is very large, especially at certain times 
- of year, It is very desirable to facilitate the 
setting aside, as they accrue, of the sums which 
will be ultimately payable in respect of such taxes. 
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This is particularly the case, for trading concerns 
liable to excess profits tax, since sums held in cash 
inst future payment of taxes may in certain 
circumstances be legitimately reckoned as ‘‘ employed 
in the business”’ but lose this status if they are 
invested in Government loans. The certificates offer 
the taxpayers a method whereby they can set aside 
at interest, as their profits accrue, definite sums by 
way of provision against their ultimate tax liability 
on these profits. Such provision will minimise the 
disturbance of their cash position which often results 
from. the payment of tax in large sums when they 
become payable. It must also tend to correct the 
‘gpa in which the total of bank deposits is swollen 
y the accumulation of large sums destined to be 
withdrawn after relatively short periods for the 
payment of taxes. . 


Interest Tax Free 

The main attraction of Tax Reserve Certificates 
does not, however, derive from these technical 
considerations of financial tidiness and convenience 
but from the fact that the 1 per cent. interest which 
the certificates carry is tax free. The interest yielded 
by the certificates is not returnable by the holder 
as part of his income or profit and thus is not liable 
to income tax, sur-tax, national defence contribution 
or excess profits taxy To the sur-tax pay 


highest range of incomes (£150,000 and over) and thus 


taxed over the whole e of his income at 19s. in the 
£ the gross return on Tax Reserve Certificates will 
be no less than 20 per cent. To the firm liable to 
E.P.T. the gross rate represented by the net return 
on Tax Reserve Certificates rises to infinity. In 
the latter case there is the added attraction that in 
certain circumstances the amount of certificates held 
can be reckoned as part of the capital employed in 
the trade or business and thus used to swell the 
E.P.T. standard. That means, in addition to the 
1 per cent. free of tax yield on the certificate, a 
permissible additional profit of up to 10 per cent.— 
according to the nature and legal constitution of the 
concern in question. ) 

In view of the extremely favourable rate of interest 
provided by the Tax Reserve Certificates it has been 
widely and critically asked why, in the interests of 
“tidiness ”’ in the National finances, the Treasury 
should have given away so much. The Treasury 
have this answer: that from their point of view 
the Tax Reserve Certificate is an appreciably cheaper 
method of allowing taxpayers to make advance 
provision for tax payments than the facilities for 
pre-paying income tax which existed until Tax 

eserve Certificates were issued.. With the launching 


of these Certificates Parliament was asked to repeal 
_the provision by which discount of 24 per cent. per 


annum was allowed on Schedule D income tax 
(tax on profits) paid in advance. This discount. of 
2} per cent. was also tax free and there is no doubt 


_that the facility in question was being used to a 


er in the. 
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April, 1943 
steadily increasing extent when the decision to issue 
Tax Reserve Certificates was made. It may well 
be argued that by giving the facilities for pre-paying 
tax the formal and organised form of an actual issue 
of new Government securities, the Treasury gave 
considerable -publicity and encouragement to such 
pre-payments, and that the amount gained through 
the repealed provisions for discount pre-payments 
has been much smaller than the amount lost through 
the issue of Tax Reserve Certificates. But that is 
a highly debatable point, and the critics of the Trea- 
sury in this matter should bear in d the fact 
that the Treasury have not been distributing new 
largesse to sur-tax and E.P.T. payers by the provision 
of Tax Reserve Certificates. In so far as such taxpayers 
could avail themselves of the now withdrawn facilities 
for pre-paying income tax under discount they fared 
much better than they do under the present system. 
Admittedly this is not a complete answer to those 
who say that in any case the rate offered on Tax 
Reserve Certificates is too generous; but it goes 
some way towards absolving the authorities from the 
accusation of having by the creation of this new 
security tempered the wind to the taxpayers in the 
E.P.T. and sur-tax classes. 


‘* Capital Employed in the Business ”’ 

Quite apart from the question of the rate of interest 
allowed on the Tax Reserve Certificates, their popu- 
larity derives largely from the fact that subject to 
certain conditions, sums applied to their purchase 
will be reckoned as ‘‘ capital employed in the business”’ 
for the purpose of E.P.T. The ruling is that the 
principal of a certificate will be so reckoned “ to 
the extent to which it is accepted in satisfaction of 
any income tax, national defence contribution, 
excess profits tax, land tax or war damage contri- 
bution payable in respect of the profits or property 
of a trade or business up to the same date as would 
be the case if the tax or contribution had been paid 
in cash.” It seems to follow from this that firms 
which had normally kept the greater part of their 
liquid resources in short term securities rather than 
cash would find it highly advantageous to convert 
these securities into Tax Reserve Certificates up to 
a figure representing two years of tax or Contributions 


that can be met by tendering certififates. Soon 
after the first issue of these certificates the Chancellor 
of the Exchequer had his attention drawn to the 


fact that certain firms had borrowed from their 
banks for the of taking up Tax Reserve 
Certificates. His answer was that “it is entirely 
contrary to the wishes of the Government that 
subscriptions to Tax Reserve Certificates should be 
financed by borrowed money.” This statement was 
recorded in the March 1942 issue of ACCOUNTANCY, 
when the hope was expressed that the Chancellor’s 
wishes would be observed. The same objection 
would apply to any case where substantial holdings 
of Tax Reserve ificates on one side of the 
balance sheet are partly balanced by increased bank 
loans on the other, even though the certificates have 
not been directly purchased with bank money. 
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a Government Contracts’. 

The eligibility.of Tax Reserve Certificates for in- 
clusion in “capital employed” in a business has 
another important application. The capital employed 
is one of the basic elements in the costing of Govern- 
ment contracts, and therefore, in assessing permissible 
a on such contracts. The position in this respect 

been somewhat uncertain. The Treasury early 
in 1942 stated that Tax Reserve Certificates would 
not be included in “capital employed”’ for this 
purpose. This decision was reversed last November, 
and in a letter addressed to the F.B.I. by the Treasury 
an astonishingly unguarded and unconditional assur- 
ance was given that Tax Reserve Certificates could 
be included in computing capital employed in the 
business when calculating profit margins on Govern- 
ment contracts. ; 

Taking all factors into consideration, it is natural 
that Tax Reserve Certificates have proved extremely 
popular. 


PRIMARY NECESSITIES AND 
SOCIAL SECURITY 


Much of the criticism supposed to be directed to the 
Beveridge Report is, in reality, directed to those who 
have mishandled it, said Mr. Collin Brooks, the editor of 
Truth, addressing the Incorporated Accountants’ 
Students’ Society of London on March 25, on Post-War 
Reconstruction. The very word “ reconstruction,’’ he 
said, implied that the main task for the British people at 
the end of the war would be to rebuild that which was 
shattered. ‘It must be quite obvious, even to the most 
enthusiastic planners of Utopias, that at the end of a 
second world war, social survival must take precedence 
of social security. As Major Attlee said, we should have 
to make sure that we had the wealth before we made the 
plans for its distribution. There could be no question 
when from four to six million young people returned to 
civilian life from the various uniformed forces—that is, 
returned to their economic places after several years’ 
exile—that they would need, and would first be clamorous 
for, such elementary things as adequate housing, re-built 
cities with modern hygienic and medical services, and 
fully-restored educational facilities. Had His Majesty’s 
Government, before issuing the Beveridge Report, seen 
fit to remind the populace that the nation would first 
have to restore its trade and then restore these primary 
necessities of a civilised life before social security became 
a possibility much confusion of thought would have been 
saved, and a serious political crisis—if nothing worse—. 
averted. , 

Sir William himself had always been honest 
enough to insist that his Report should be read as one of 
several. The integrity and workability of his plan 
depended, in his own words, on an absence of mass 
unemployment. The great breach between the Plariners 
and the Anti-planners was that the Anti-planners be- 
lieved, and believed with the sincerity of experience, 
that a rigidly-planned economy imposed 
in a highly-competitive world would create, rather than 
abolish, the mass unemployment which would be the 
wreckage of the Beveridge Plan. It was, indeed, arguable 
that the financial handicap which so full-blooded a scheme 
of State Insurance would place upon industry might, 
itself, cause so grave a diminution of our share of the 
trade of competitive world markets as to defeat its own 
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The Future of the Accountancy Profession 


A joint meeting of Chartered and Incorporated 
Accountants in Liverpool on March 23 was addressed by 
Mr. F. R. M. de Paula, O.B.E., F.C.A., on “ The Future 
of the Accountancy Profession.”’ Mr. de Paula said the 
profession had moved far from the narrow conception 
of its functions as those of liquidators and receivers and 
auditors. The field now included advising on financial 
policy, management, costing, and reconstructions, with 

tion in taxation matters. Accountants were 

often found on Government committees, and on the 

staffs of Departments, as company directors and as 

full-time accountants in industry and commerce. In 

the future accountants would have an increasingly 

important part to play, provided they were competent 
to assume increased responsibilities. 

Education and training were, therefore, vital matters. 
He would recommend those who were interested to read 
“The Professions,” by Carr-Saunders and Wilson. 
Universities played an important part in the education 
of doctors, solicitors and engineers, but none in education 
for accountancy. University Schools of Accounting 
would not only bring a vast improvement in professional 
education, but would also stimulate professional liter- 
ature and research, as some of the best brains would be 
attracted to teaching. The Institute’s Taxation and 
Financial Relations Committee and the Society’s Re- 
search Committee would certainly do invaluable work, 
but progress must be slow, as their members had so 
little time available. 


The technique of the profession revealed regrettably 


wide differences between the opinions and practice of 


individual accountants. As examples of the types of 
problem on which a “thinking department’’ could 
render invaluable aid, Mr. de Paula spoke of secret 
reserves; the valuation of inventories ; depreciation ; 
balance sheets and the price level ; the form of accounts ; 
the accounts of holding companies ; and costing. 

As the result of the Royal Mail case, the accepted 
practice seemed to be that if a company drew upon 
existing reserves, the auditor must insist upon disclosure 
of the fact, but it was still undecided whether directors 
were entitled to create secret reserves. 

There were seven different methods of calculating 
depreciation, whereas only one was recognised as stan- 
dard practice in America. 

Thorough research on costing by a full-time “ think- 
ing department ” would be invaluable to practitioners 
and to industry. As the medical consultants of industry, 
accountants be conversant with the problems of 
management. 

Mr. de Paula concluded by summarising his thoughts 


and suggestions as follows : 
_ (a) In the future, I imagine that accountants will play 


an increasingly important part in connection with the 
direction and management of industry, but if this is 
correct then the future members of our profession will 
need a much broader education and training than past 
generations have had. 


(6) Accountants in increasing numbers will, I think, 
drift into full-time ee ee 
merce. I suggest, therefore, that our i 
‘unl bs oll abveud 40 soudies idle poder oneadion 


this development. The following are a few of the points 
requiring consideration : 


(1) Is this drift into industry a good thing for the pro- 


fession, or not ? 
(2) Should it be encouraged ? 
(), Shean sccouaingte who tae sp. ongiukees 
the pro 


industry be regarded as having ‘ “ 
(4) bate Emad wong se oe eee eee in 
industry and fostered and developed so far 


dustry and practice be fostered and developed 0 f: 
aanace: is Feather > op rofession, the one section being the 
complement of the other ? 


(5) Should not our system of education be broadened with 
a view to giving all of our students a working know- 
ledge of the management field ? 

(6) Should not accountants in ind -have a voice in 
the councils of the profession ? ht not this be 
beneficial both to practitioners and accountants in 


industry ? 

(c) It would seem to me most .desirable that the 
question of registration for the profession should be 
reconsidered. 

(d) I would strongly urge that our whole system of 
education needs reconsideration, and I would venture 
to suggest that a special committee of the Institute and 
Society should be appointed to consider this matter in 
consultation with the older professions and with recog- 
nised educational authorities. 

(e) I would further urge that the above committee, if 
appointed, should also consider the provision of facilities 
for the carrying out of full-time scientific research work 
for the benefit of the profession as a whole. 


(f) I would also suggest that this committee, if ap- _ 


pointed, should consider whether it is possible to 
encourage the provision of advanced text-books for the 
benefit of practitioners and accountants in industry. 


(g) It would seem most desirable that the present 
attempt to build up a code of accepted. accounting 
principles should be developed so far as is possible for 
the benefit of the profession, and that accountants 
should use their influence towards improving the form 
of presentation of accounts. The extraordinary diversity 
of opinions and practice of individual accountants is, 
I suggest, the weakest point in the present position of 

(h) Uniformity in accounting is impossible unless and 
until agreed principles have been established for the 
measurement of industrial income. This is a matter of 


the greatest importance, and goes to the roots of true — 


accounting. The present position, I submit, is extremely 
unsatisfactory to the diversity of opinions and 
practice regarding this fundamental matter. 


(j) In this country the almost universal practice is for 
companies to publish what is, in effect, merely an 
Appropriation Account. A decision is required as to 
whether the boards of companies should not be required 
to publish a reasonable summary of their trading and 
profit and loss accounts as is the practice in America. 


(k).A revision of the Companies Act, I suggest, is long 
overdue. It would seem to be prudent, therefore, for 
the profession to commence consideration of what its 
recommendations are to be when the Act is in course of 
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The council of the Institute of Chartered Accountants. 
makes the following further recommendations to its 
members on ceriain aspects of the accounts of companies.* 
Whilst it is ised that the form in which accounts are 
submitted to shareholders is (subject to compliance with 
the Companies Act) a matter within the discretion of 
directors, it is hoped that these recommendations will be 
helpful to members in advising, in appropriate cases, as to 
what is regarded as the best practice. 

III. The treatment of taxation in accounts. 

The incidence of taxation and its effect on profits and 
on the financial position disclosed by the balance sheet, 
together with the extent to which the Inland Revenue on 
the one hand and the shareholders on the other have 
participated in profits, are matters which should be made 
clear to shareholders. ° 

The assessment of liability to national defence contri- 
bution and excess profits tax is based on the profits of the 
accounting period under review. The assessment of 
liability to income-tax is, however, for the fiscal year 
ending April 5 and is normally based on the profits of a 

preceding accounting period. The minimum or legal 
amount to be provided for taxation is thus the aggregate’ 
of taxes assessable on these bases, apportioned, as —— 
income-tax, according to the period covered by the 
accounts under review. 

Income-tax so apportioned takes no account, however, 
either of the balance of the liability assessable for the 
current fiscal year, or of the liability which, in normal 
circumstances, will arise in, respect of profits included in 
the accounts but not assessable until the following fiscal 
year. Further, unless provision be made year by year for 
income-tax based on each year’s results, the trend of net 
available profits will not be apparent, and cases will arise 
where the profits earned in a succeeding period will bear 
a disproportionate charge for taxation—indeed, they may 
even be insufficient to meet it. 

In the case of principal and subsidiary companies (as 
defined in the Finance (No. 2)) Act, 1939) excess profits 
tax is assessable on the principal company in respect of 
the net excess profits of the group. The principal company 
has, however, the option of recovering from any subsid- 
iary the tax charge relative to the excess profits of such 
subsidiary or of crediting any subsidiary with the tax 
benefit arising from the deficiencies of such subsidiary. 
The charge for taxation in the principal company’s 
accounts thus depends upon the exercise (in whole or in 
part) of the option to allocate excess profits tax over 
subsidiaries and may not be appropriate to the profits 
shown in the principal company’s own accounts. . 

It is therefore recommended that :— 

(1) The charge for income-tax should be stated in the 
accounts, and, subject to war-time or other i 
circumstances, the charge for national defence con- 
tribution or excess profits tax should also be stated. 

(2) (a) The charge for income-tax should be based on 
the profits earned during the period covered by 
the accounts. 

(b) Where it has been the practice to charge only 
the minimum or legal liability, then, until full pro- 
vision has been made for income-tax on all profits 
up to the date of the balance sheet, it is desirable 

possible—to make provision, in addition, for 
or towards the balance of the liability for the current 
and following fiscal years. This provision should be 
shown separately in the Profit and Loss Account. 
(c) Whatever method is adopted, the bases (#) of 
the charge and (i) of any supplemental provision 
made for income-tax should be disclosed. 


*An Editorial on this subject is on page 122. 
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Accounting 


Principles 


(d) Income tax on revenue taxed before receipt 
should be included as part of the taxation charge 
for the year and the relative income should be 
brought to credit gross. 
In the case of principal companies it should be 
indicated whether the provision for excess profits 
tax is in respect of the group or whether the sum 
charged has been arrived at after taking into account 
amounts allocated over subsidiary companies. 
Taxation charges may be affected by losses in the 
current period, deficiencies brought forward or 
adjustments of taxation in respect of previous 
periods, the effect of which, if material, should be 
disclosed. Any provision made in excess of the 
amount required to cover the estimated future 
liability on profits earned to date should, if 
material, be similarly disclosed. 
Any provision for (or in excess of) the estimated 
future liability to income-tax in of the fiscal 
year commencing after the date of the balance 
sheet should not be included with current liabilities 
but should be grouped with reserves or separately 
stated as a deferred liability and suitably described. 


The treatment in accounts of income-tax deductible 
hoa dividends payable and annual charges. 

The payment of a dividend to shareholders does not 
affect the amount of tax payable by a company, the 
assessment being on the amount of the profits as adjusted 
for the purposes of income-tax. 

On the other hand, income-tax deducted upon payment 
of debenture and other interest, royalties and similar 
annual charges is in effect assessed on a company for 
collection from the payee. 

It is therefore recommended that :— 

(1) (a) Whether dividends are described ‘ less income- 
tax ’ or ‘ free of income-tax ’ the amounts shown in 
respect thereof in the accounts should be the net 
amounts payable. 

(b) Where a company continues the practice of 
viding for dividends gross the narrative should 
indicate that the distributions are subject to 
income-tax. The taxation charge should be arrived 
at after taking credit for the tax deductible on 
payment of the proposed dividends. 

(2) Annual charges for debenture and other interest, 
royalties and similar annual payments should be 
charged gross 

Vv. The inclusion in accounts of proposed profit appro- 


Although certain appropriations of profits, including 
dividends recommended by directors, are subject to sub- 
sequent confirmation by.shareholders, the inclusion of all 
appropriations in the accounts shows the amount which 
will be required for distribution to the shareholders and 
completes the accounts for the financial year by showing 
the results of trading and their application i in one account. 
This course avoids the inclusion in the accounts of the 
next period of appropriations which were set out in the 
directors’ report for the previous period, and have 
already been dealt with and disposed of. Also, it facili- 
tates the linking up of the accounts from one period to 
another, the balance carried forward to the following 

iod being clearly shown in the accounts of each year. 
It is therefore recommended that :— 

Provision be made in the books and in the Annual 
Accounts for proposed profit appropriations, those 
subject to confirmation by shareholders being so 
described. Provision for dividends should be shown 
as a separate item in the Balance Sheet. 
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TRGTION E.P.T. Points of Practice . 


It may assist readers to have an up-to-date list of 
what are understood to be concessions and points of 
practice of the Commissioners of Inland Revenue in 
regard to excess profits tax. Readers are asked to 
reciprocate by notifying us of any new points or modi- 
fications of existing practice, so that we may keep our 
members informed. 

Minimum Standard 

(1) An addition is made to the working proprietor 
standard of 6 per cent. on the average capital 
employed in the chargeable accounting period in 
excess of £5,000 per working proprietor, without 

ial proof of the nature or size of the business. 

or this purpose, one-third of borrowed money is 

regarded as employed. The usual maxima apply 

(£2,500 per working proprietor, £10,000 in all). 

Interest on the borrowed money is still allowed 
as a deduction in the profit computation. 

(2) A working proprietor or whole-time service 
director who joins H.M. Forces or the Civil 
Defence Services will continue to be regarded as 
such if otherwise qualified, notwithstanding that 
he is no longer working in the business. 

(3) ee os who is working in more than one business 

arded as qualified as a working pro- 
prietor of t the business to which he devotes most 
of his time, provided full time is worked taking 
the businesses together. 

(4) A director of a director-controlled company who 
holds over five per cent. of the ordinary share 
capital, while failing to hold over five per cent. of 
the whole share capital, so that he is in law neither 
a whole-time service director nor a working pro- 
prietor, will be regarded as a whole-time service 
director in respect of not more than the maximum 
he would attract as a working proprietor. 

45) Where a company is not in fact director-con- 
trolled, but regarded as such by reason of Rule 10 
(2), it will be admitted as having working pro- 
prietors as if it were in fact director-controlled. 


46) A director-skipper of a director-controlled shipping 
company owning trawlers will be regarded as an 
employee and his remuneration will not be dis- 
allowed as directors’ remuneration provided it is 
on the customary pre-war scale. If he is the 
only working proprietor and his remuneration 
exceeds £500, however, only £1,000 minimum 
standard will be allowed. 


Farmers 
_ 7) Farmers who are ewner-occupiers may add to 
their working proprietor standard, where (1) 
above is inapplicable, an amount equal to the excess 
of the net annual value, less annual charges 
thereon, over £250 per working proprietor. 
48) Farmers taking over additional land : 

(a) By purchase—only (1) and (7) apply. 

(b) By voluntary renting—-there is added to his 
standard either the gross annual value or 
his predecessor’s profits standard. The 
minimum standard is as in (a). 

(ce) On the imstructions of the Ministry of 
Agriculture or one of its County Com- 
mittees—Application should be made to 

the Inspector of Taxes for an appropriate 


addition to the standard—the practice 
seems to vary. 
Deficiencies 
(9) Notwithstanding a change in ownership of a 
business, deficiencies made before the change are 
allowed against subsequent excesses, and vice 
versa, in the following cases :-— 

(a) In a change in a partnership—the relief is 
appropriate to the continuing partners’ 
shares. : 

(6) Where a business is taken over by a com- 
pany—the relief is appropriate to the rela- 
tionship of the capital held by the former 
owner or partners. 

(c) A widow carrying on the deceased husband's 
business. 

(d) Where under a gift, will or intestacy the 
business passes to a spouse, ancestor or 
lineal descendant of the previous owner. 

(10) A person interested as a partner may set off his 
share of deficiencies against his share in another 
partnership or as a sole trader. 


Remuneration 


(11) Provided it is reasonable having regard to the 
services rendered, the amount paid to an 
accountant, solicitor or other professional director 
of a director-controlled company for professional 
services, as distinct from directors’ remuneration, 
does not have to be added back as remuneration. 

(12) Where an employee becomes a partner or director 
of a director-controlled company, his remuneration 
as employee can usually be added back in order 
to compare like with like. (Assuming Section 35, 
Finance Act, 1941, does not operate to avoid the 
transaction.) 

Miscellaneous 

(13) If a company whose properties are in enemy 
occupation continues in being with the intention of 
resuming operations when circumstances permit, 
it is not regarded as having ceased business, and 
deficiencies can be set against E.P.T. already paid. 


(14) If under the usual arrangement members of a 
trade protection or similar association are allowed 
to deduct their subscriptions the association is 
only assessed to E.P.T. if the surplus exceeds 
£10 per member. 


(15) Where expenditure on repairs and renewals is 
deferred, and special reserves are made out of 
current profits for the expenditure, payment of 
E.P.T. on the reserves will be deferred until the 
end of the war and then, if the expenditure is 
carried out, discharged. ~ 

(16) Pre-war losses. Where a business commenced 
within a year or two prior to July 1, 1936, any 
net loss incurred between July 1, 1936, and 
March 31, 1939, is not deducted in computing 
capital either for the standard or for any charge- 
able in relation to chargeable periods 

rset ten 31, 1940. This applies, of course, to 
monet standard and substituted standard 
cases. 

(17) A taxpayer who has claimed that assets were 
inherently unremunerative in the standard period 
is allowed to withdraw the claim if he finds that 
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it is disadvantageous over the whole period. The 

necessary_adjustments are, of course, made. 

(18) Where obsolescence is spread backwards, no 
objection is made to its being spread on the same 
cumulative basis as for wear and tear for capital 
computations, provided this method is adopted 
for all accounting periods and for all allowances 
spread under Section 33 (2), Fimance Act, 1940, 
and throughout the group where a group of 
companies is concerned. 

(19) Where capital ted by trading assets has 

- been destroyed enemy action or has been 
temporarily lost owing to seizure by enemy 
action, the capital so destroyed or lost is no 
longer employed in the business. Where, how- 
ever, the employment of war-damaged buildings 
in a business has ceased only temporarily while 
repairs are being made, no adjustment need be 
made in the capital computation, and provided 
assets destroyed have not caused the cessation 
of any separately-identifiable part of the business, 
or the appreciable impairment of the profit- 

earning capacity of the business, no adjustment 

need be made. c 
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(20) War Damage Contributions under Parts I and II 
of the War Damage Act, 1941, are regarded as 
capital employed. 

(21) Trustees working whole time in the business may 
be regarded as working proprietors if they have 
each a vested interest in more than 5 per cent. 
of the income of the trust. Similarly a manager 
with a similar interest, though not a trustee, may 
be regarded as a working proprietor. 

(22) The Revenue formula for arriving at cash not 
required for the purposes of the business is to 
determine from the bank balances the minimum 
amount which has been idle for the whole period 
and deduct a margin for contingencies. 

(23) The apportionment by a parent company of the 
minimum standard or substituted standard over 
the group is usually accepted, so long as the 
interests of minority shareholders are not affected. 


Woodlands 


(24) The Commissioners have agreed a scheme for the 
treatment of woodlands with the Central Land- 
owners’ Association and others. Details can be 
obtained from the Inspector of Taxes. 


Taxation Notes 


Valuation of Stock-in-Trade 


“. . . a voluntary sale imparts a willingness on the 
part of the vendor to sell, and of the purchaser to buy ; 
and the vendor may insist on an extravagant price, 
and the purchaser may be willing to pay it. .. . the 
question of the value of stock-in-trade is a question of 
fact, and not a question of law...’ (MacNaghten 
J., in Craddock v. Zevo Finance Co. (1943), T.R.31). 


Important Dates 


Among others, the following claims for 1941-42 must 

be made by April 5, 1943 :— 

(1) Claim by a farmer assessed under Schedule D by 
reason of Section 10, Finance Act, 1941, to be 
assessed for 1941-42 on actual instead of the 
previous year’s profits. 

Claim by farmer assessed under Schedule B 
* for reduction to “ actual ’’ under Rule 6. 


(2) Claim for relief for diminution of earned income 
for 1941-42. 

(3) Claim for repayment of tax for 1941-42 on account 
of a loss under Section 34, Income Tax Act, 1918. 

(4) Management expenses claim for 1941-42 under 
Section 33, Income Tax Act, 1918, and by mineral 
lessors under Section 26, Finance Act, 1922. 

(5) Void and lost rent claims, Schedule A, for 1941-42. 

(6) Claim for wear and tear allowance on let plant 
and machinery under Rule 6 (5), Cases I and II. 


April 5, 1943, is also the last date for claims to which 
the six years’ limit applies in respect of the year 1936-37, 
é.g., error or mistake (Section 24, Finance Act, 1923, 
Section 27, Finance Act, 1926, Section 42 (3), Finance 
Act, 1927, Section 45, Finance Act, 1927), maintenance 
of property (Rule 8, No. V, Sch. A), reliefs and allow- 
ances, exemption of charities, reliefs to non-residents, 
bank interest, etc. 


Recent Tax Cases 
By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Low 


Schedule D—Building company—Land development agree- 
ment—Leases of plots—Lessor’s A ae to vary—Sum paid 
to company for large exclusion—W hether a trading receipt. 
facts in Shadbolt v. Salmon Estates (Kingsbury), 
Lid. (K.B.D., January 8, 1943, T.R. 7), were that the 
company had acquired the right to develop land belong- 
ing to All Souls College, Oxford. The plan attached to 
the agreement set out 405 plots and the company 
undertook to erect houses thereon, after which the 
College was to grant leases for 99 years at a small ground 
rent. By a clause in the agreement, the College had the 
right to withdraw some of the plots; and it served a 
notice withdrawing 87. The company declared the 
notice to be invalid, and, ultimately, received £5,000 for 
withdrawing its objection. The question was whether 
the right to build u the .87 plots was a trade asset, 
and Macnaghten, J., reversed the General Commis- 
sioners’ decision and decided against the company. 
He said that if the company had actually ht the 


land and had then sold part of it for £5,000 it was 
admitted that the amount would have been a trading 
receipt. It seemed.to him that the right to build on 
the plots was likewise a trading asset. He said t 
the Commissioners had been misled the Glenboig 
Union Fireclay Co., Lid., case (1922, 12 T.C. 427). 

The decision would seem to be in agreement with 
previous decisions in cases where 
cancellation of business contracts : 
The whole problem was carefully examined by Lord 
Macmillan in Van den Berghs, Lid. v. Clark (1935, 
A. 431, 19 T.C. 390). 


Surtax—Undistributed income of company—Apportion- 
ment—A bility to secure income or assets—Alieration of 
shareholdings in year of assessment—Finance Act, 1922, 
Section 21; Finance Act, 1937, 3rd Schedule, para. 1 
(hk) ; Finance Act, 1939, Section 15. 

Fendoch Invesiment Trust Co. v. C.I.R. (K.B.D. 
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January 14, 1943, T.R. 9) was a case upon general lines 
which have now become familiar. The appellant com- 
pany was registered in 1935 and, by special resolution 
passed three days after incorporation, the capital of 
£100,000 was divided into 10,000 A shares, 45,000 B 
shares, and 45,000 C shares, all of them ordinary; and 
it was provided that so long as M held all the A shares 
each class of share should only be entitled to such 
dividends as should be determined in general meeting. 
Each share was to have one vote, but upon a poll each 
A share was to have ten votes and the B and C shares 
were to have one vote for every five shares. M was 
to be chairman and governing director for life with wide 
powers of control over the company. In 1937 the 
capital was increased by 10,000 C shares. 

M died in 1937, and the special resolution of 1935 
had provided that at his death all the shares of the 
company were to become one class of share, all being 
equal in all respects. But in 1938 by a special resolution 
the share capital was reconverted into A, B and C 
shares with rights as before M’s death, and his daughter, 
a Mrs. Murray, was appointed governing director for 
life with the same powers as her father had. She could, 
therefore, by. means of her voting power, secure that 
income and assets of the company should be paid to her 
by way of dividend to a greater extent than was repre- 
sented in the value of her “ relevant interests in the 
company” (Finance Act, 1939, Section 15 (2) (c) ). 
Accordingly, the Special Commissioners had appor- 
tioned to her for 1938-9 and 1939-40 the whole income 
of the company; and Macnaghten, J., affirmed their 


In respect of 1938-9 a point was raised of which 
notice had not been given so that it could not be taken 
in Court. It was that, as after M’s death there were 
only three shareholders and the quorum was two, it 
might have been impossible for Mrs. Murray to secure a 
=. But the answer to this was the transfer of a 

are to a nominee. For 1939-40 another point had 
been raised. In December, 1939, by ial resolu- 
tion the capital had been reduced and the voting 
rights revised and thereafter, as a result, Mrs. Murray 
lost her control of the company. By Finance Act, 
1937, Third Schedule, para. 1 (b) it was provided that 
income apportioned under Section 21 of Finance Act, 
1922, should be deemed to have been received on the 
last day of the income tax year, and it was argued that 
for 1939-40 no apportionment to Mrs. Murray was 
: possible because on April 5, 1940, the requisite con- 
ok, ditions under Section 15 (2) (e) of Finance Act, 1939, 
: i no longer existed. In rejecting this argument, the Judge 
: said that the Act did not say so and that there was no 
reason for imparting that meaning. The section became 
; icable if during some part of the accounting period 
ee member was in the position described. It was not 
o he necessary that it should hold throughout the period 
or after it. 

The case is one more example of the reluctance of the 
Courts under war conditions to appreciate ingenious legal 
arguments. 


Schedule D—Tvrade—Investment-dealing company—Pur- 


chase of investments at book value from anor company— — 


Book value higher than Stock Exchange quotations— 


In G. J. Craddock v. Zevo Finance Co., Lid. (K.B.D., 
January 26, 1943, T.R. 31), a point of considerable 
importance came before the Court. The respondent 
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was a private company incorporated in 1932 to carry 
on the investment-dealing business of another company, 
Zevo Syndicate, Ltd. Under an agreement of June 15, 
1932, it purchased a large number of the Syndicate 
investments which had formerly belonged to the late 
Sir Otto Beit and had been sold by him to the Syndicate 
at their then market price. The, Beit farffily were sole 
shareholders in the latter company which was treated 
for income tax as a dealing company. Sir Otto Beit 
died in 1930 and before his death the investments had 
seriously fallen in value, whilst for 1930-31 and 1931-32 
the computed losses amounted to £1,117,777. Agaimst 
those losses relief had been obtained by the Syndicate 
under Section 34 of the Income Tax Act, 1918, to the 
extent of £386,645, the balance of the loss being 
potentially allowable under Section 33 of Finance Act, 
1926. But, on December 21, 1931, the Syndicate 
went into liquidation for the purposes of reconstruction. 
Two new companies were formed called Zevo Trust, 
Ltd., and Zevo Finance Co., Ltd., the respondent. The 
latter acquired the more speculative investments of the 
Syndicate. 

These were sold to the respondent at the Syndicate’s 
book value, the consideration being the di of the 
Syndicate’s debenture debt of £400,000 with the interest 
due thereon and the issue to it of the whole of its 
authorised capital credited as fully paid. The respondent 
was assessed as a dealing company, but whether it had 
made profits or not depended upon whether the value 
of its initial stock of investments was the book value 
£1,029,958 at which acquired or £363,173, the value 
at the London Stock Exchange quoted prices of the 
date of acquisition. The City Commissioners had found 
as a fact that they could not have been bought for the 
latter sum and that it was impossible to say what the 
cost would have been hd the respondent set out to 
buy them upon the Stock Exchange. They, therefore, 
discharged the assessments and 1 co78 J., upheld 
their decision. 

He said that the Crown had ee the contention 
that the value should be at the prices quoted upon 
June 15, 1932, but had submitted that, as the ity 
was so great, the case should be sent back to the Com- 
missioners to determine the real value which must have 
been very much less. He did not see that this con- 
clusion necessarily followed, and said that Stock 
Exchange quotations might be much higher or much 
lower than real values. A voluntary sale imparted a 
willingness of the vendor to sell and of the purchaser 
to buy. The vendor may insist on an extravagant 
price and the purchaser may be willing to pay it. But 
the short answer was that the valuetion of stock-in- 
trade was a question of fact and not a question of law ; 
and he had only to add that the Crown’s contention 
amounted to an allegation that the company had issued 
shares at a discount, one which could not be sustained 
when a company took over property “at the value 
which was properly placed upon it by the vendor.” 

The net result of the case would seem to be that, as a 
result of the financial reconstruction, not only were the 
rights of the vendor company under Section 33 of 
Finance Act, 1926, preserved in so far as the book-value 
exceeded the real value, but these rights were extended 
in some respects for an indefinite period. The statements 
in the judgment regarding values and prices between a 
willing buyer and a willing seller would seem to be open 
to criticism. bi A sae up possibilities, fraught with 
serious danger to Revenue ; and the latter may wel! 
consider that the case should go further. 
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ANANCE— ... The Month in the City, « 


Markets and the Budget 

“Wings for Victory ’’ subscriptions, tax payments, 
and the imminence of the Budget have been among the 
influences which have prevented any expansion in Stock 
Exchange turnover during the past month. The London 
week, during which the target of £150 million was 
exceeded by £12 million, was, of course, the first of a 
series, so that the effects of the campaign, on a diminish- 
ing scale, may be felt for a little time to come. Tax 


* payments continue to run at a high level, and revenue 


had already exceeded the estimate when there was still 
more than a fortnight of the financial year to go. As 
for the Budget, few City people expect very drastic 
increases in taxation, but the uncertainty had its 
habitual effect as a deterrent to new business. The only 
practicable source of additional revenue appears to lie 
in the field of indirect taxation, but opinions are divided 
as to whether any increases in beer and tobacco duties 
or the purchase tax would be desirable. Past experience 
has shown that in times of rising incomes, higher duties 
are unable to curb consumption. A higher price for 
tobacco, for instance, would be unlikely to save shipping 

. It would merely provoke justifiable complaints 

t the lower income groups were being penalised. 


London Electricity Suggestions 

The London and Home Counties Joint Electricity 
Authority has recently published a plan calling for an 
amalgamation of the 75 concerns operating in the area. 
The J.E.A. is a statutory body originally set up in 1925 
for the of generation. With the establishment 
of the Central Electricity Board, it lost this function, 
and subsequently entered the field of distribution. It 
is not one of the largest distributors in the area, and there 
is no reason to suppose that its views represent the official 
attitude. Nevertheless, the market was rather dis- 
concerted by the details of the plan, and the prices of 
electricity supply shares were temporarily marked down. 
On the technical side there may be strong arguments 
for larger areas of distribution. The advantages of the 
“Grid” for generation now seem to be generally ac- 


_ cepted, and the need for similar rationalisation on the 


distributive side was stressed in the McGowan Report. 
The financial aspect of the J.E.A. plan is, however, open 
to considerable criticism. In the case of company under- 
takings, it is proposed that the new authority should 
take over all debenture and other debts, and that the 
difference between the financial obligations so trans- 
ferred and the total consideration (based on cost less 
depreciation) should be paid in Electricity stock. These 
terms would exclude any addition for goodwill, or for 
the purchase of future profits. The dividing line here 
between compensation and expropriation appears to be 
small, and it will be noted that the J.E.A. proposal runs 
entirely counter to that of the McGowan Committee, 
which recommended that “ fair value’’ in the case of 
companies should include compensation for loss of future 
profits.’ The question of post-war electricity supply 
now seems to be attracting some Parliamentary atten- 
tion, and it is felt that’ there is some element of political 
risk to be taken into account in the valuation of electrical 
supply equities. If so, it is surprising that County of 
London Ordinary, for instance, yields only a little over 
w= cent., while a railway stock, like L.M.S. Ordinary, 
nearly 8} per cent. s 


Post-War Currency : R 

South African gold-mining shares have been one of 
the few relatively active groups on the Stock Exchange 
during the past month. In part this has been the after- 
math of the South African budget, which imposed only 
moderate additional taxation on the Rand companies. 
An even more important factor has been the recent 
series of conferences between Allied Governments on the 
subject of post-war currency arrangements. At the 
time of writing, the promised White Paper containing 
the Government’s suggested plan had not been pub- 
lished, but a sufficient number of apparently authentic 
details had leaked out to cheer the Kaffir market. The 
reassuring point is that gold will retain some of its 
functions in the realm of international payments. The 
plan, according to rumour, recommends the establish- 
ment of an international clearing authority, which will 
keep its accounts in a unit based on gold, and termed the 
“bancor.”” Countries which have debits with the clear- 
ing authority will apparently be able to settle them in 
gold, but creditor countries will not automatically be 
able to claim gold. The part to be played by gold appears 
to be somewhat subsidiary, and the practicability of the 
mechanism would evidently depend on the degree of 
success achieved in removing the fundamental causes of 
disequilibrium which have resulted in the world’s 
monetary gold stock being accumulated in the United 
States. In this connection, the U.S, authorities have 
prepared a Gold Equalisation Scheme, but again, its 


details are not yet available. 


British Companies in Portugal 

A decree dealing with foreign companies operating in 
Portugal is under consideration by the Portuguese 
Government. The full text has not yet been published 
in this country, but it appears that the effect would be 
to compel foreign-owned companies to transfer their 
head offices to Portugal, to give special facilities to 
Portuguese buyers of the shares concerned, to prevent 
foreign shareholders from participating in company 
meetings unless their shares have been previously de- 
posited in Portugal, and to ensure that in future only 
Portuguese companies may acquire or instal public 
utilities. At first it was thought that this plan as a 
whole only applied to utilities, of which the principal 
British companies concerned are Lisbon Electric Tram- 
ways and Anglo-Portuguese Telephone. It now appears, 
however, that all foreign companies, including those 
operating in Portuguese colonies, may be involved. As 
it stands, the plan cannot, of course, be described as 
nationalisation. It is rather a method of facilitati 
repatriation, and arises out of Portugal's substan 
accumulation of sterling balances. This has been 
reflected in Portuguese demand in London, which has 
lifted the price of Portuguese 3 per cent. External 
Bonds to 954. While there is obviously no objection to 
a legitimate process of repatriation, certain details of 
the plan, as reported, constitute an unjustifiable dis- 
crimination against foreign capital. If it is hoped after 
the war to assist reconstruction and full employment by 
overseas investment, this is the sort of thing to be 
avoided. at 3 
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Harding, Tilton & Hartley 
The accounts of Harding, Tilton and Hartley have 
always stood head and shoulders above the general run 
of company accounts, but a further effort to achieve 
perfection, in the light of modern accounting principles, 
has been made with the 1942 statement. Comparative 
statements dissecting the balance-sheets and giving a 
“ break-down ”’ analysis of annual profits and appro- 
priations, from the time the company was made public 
in 1935, are again included. A distinctive feature is that 
the fixed assets and the net current assets are expressed 
as percentages of the total net assets, which in turn are 
translated into capital and reserves; and the profits 
are averaged over the past eight years, with the average 
amounts of the various appropriations (including tax 
provisions) calculated as percentages of the figure 
so derived. What is new is the method of treating 
depreciation. -The value of the freehold land is now 
‘shown separately, in accordance with a recent valu- 
ation. Depreciation of buildings, and of plant, machinery 
and electric motors, has been re-calculated as from 1935. 
New buildings that have been erected by the company 
are being written off over a period of forty years ; older 
buildings over a much shorter period. So far as equip- 
ment is concerned, depreciation rates have been adopted, 
after consultation with the suppliers, that will write off 
these assets over the estimated working lives suggested 
by the manufacturers. The significant thing is that a 
sum of £13,109 representing excess depreciation has been 
credited to reserve: in other words, the depreciation 
provisions are treated as a product of scientific accuracy 
and not as a means of creating internal reserves. The 
company is not alone in basing its income tax provision 
upon the amount of the profit earned in the year reported 
upon. But it goes to exceptional length in making this 
position clear. The directors’ report states that ‘‘ the 
income tax assessment for the fiscal year 1942-43 was 
provided for in the 1941 accounts, and this assessment 
was paid prior to December 31, 1942,” and it notes that 
the latest appropriation ‘“ provides for the estimated 
income tax liability for the fiscal year 1943-44, which 
liability will be based upon the profits earned in 1942.” 
In the profit and loss account, this provision of £27,425 
is shown as a transfer of £29,500 in respect of 1943-44 
liability, less a surplus of £2,075 on the 1941 reserve. 
The reserve is shown separately among the “ reserves and 
a surplus” in the balance-sheet, and is there specifically 
oe penne - relating to the 1943-44 liability. And the 
gs Be god drives home the point that in thé 
Be event pene yer a earnings, the profits available will 
ei not be burdened with the income tax liability based 
| upon the profits of the preceding year. 


Bank Statements 

The passage of another season of bank statements 
is a reminder that the leading institutions provide only 
sparse information about earnings. The balance-sheets 
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are relatively detailed, though since so much hinges . 


upon year-to-year movements in the assets and liabilities 
it is a perennial wonder that comparative figures are 


omitted. Another improvement would be the provision | 


of figures showing such vital information as the ratio 
of ‘advances to deposits—figures which can be calculated 
by the outsider, but at some trouble. The profit and loss 
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Points from Published Accounts 


April, 1943 


accounts return profits after taxation and contingencies, 
and the only disclosed allocations are in respect of 
pensions, war contingencies, the writing down of bank 
premises and dividends. This being the position, it is 
interesting to note that the Central Hanover Bank and 
Trust Co., of New York, has set an example to U.S. and 
British banks alike. Not only does the 1942 statement 
of earnings show the amount of operating income on 
the one hand, and that of operating expenses on the 
other, but in each case the manner of arriving at the 
total is indicated. Thus income of $17,254,166 is shown 
to be made up of loan interest ($4,427,744), interest and 
dividend on securities ($8,618,504), and commissions, 
fees and other income ($4,207,918), while the expenses 
are revealed as salaries ($5,732,207), general expense 
($5,130,892), and depreciation ($343,200). To the net 
operating earnings of $6,047,868 is added a net profit 
of $283,647 on securities. The resultant figure has more 
significance than the usual bald announcement of net 
results, but there is, of covrse, no means of telling 
whether, and to what extent, internal reserves have been 
created. Such reserves are popularly supposed to be 
very considerable in good years; and the case for full 
disclosure would, no doubt, be countered by the argu- 
ment that to show wide fluctuations in profit, which 
would not always be seen by the outsider in true per- 
spective, might, in lean times, be to undermine the public 
confidence upon which the banking system is built. 
James Pascall 

A very straightforward statement of affairs is sub- 
mitted by James Pascall. The trading profit is segre- 
gated from interest income, and the amounts appro- 
priated for depreciation and income tax are indicated. 
Comparative figures are inserted here and in the balance- 
sheet, where the taxation reserve and the practically 
equivalent holding of tax reserve certificates are both 
shown separately. Trade debtors and trade creditors 
are given independent entries, distinct from “ sundry 
debtors and amounts paid in advance ”’ on the one hand, 
and “ other creditors and credit balances ”’ on the other. 


English Electric 

The English Electric accounts have the added interest 
this time that they reflect the transaction under which 
the company acquired a controlling interest in D, Napier 
and Son. On the basis of the quotation for English 
Electric shares ruling at the time the offer was made 
to the Napier shareholders, the purchase price for the 
1,973,981 5s. Napier shares acquired was in the neigh- 
bourhood of £913,000. But as English Electric gave only 
one {1 share for every five Napier shares, it has increased 
its ordinary capital (allowing for fractions) by only 
£394,669. The Napier shares are, however, brought in 


at par value—that is, as an asset of £493,495. The | 


difference of nearly £100,000 constitutes a reserve which 
must have been treatéd in the accounts, but there is 
nothing in the balance-sheet to show what has been 
done with it. Conceivably, it may be included in the 

“‘ contingency, taxation and other reserves ” comprised 
in the creditor balances of £4,665,820, or it may have 
been applied in ‘writing down other assets. In either 
case it is disappointing that no word of explanation is 
vouchsafed. 
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COMPANY LAW 


Winding-up—Third party 
panies Act, 1929, Sec Sections 164, 265, 305. 


In Re Land Securities, Vaughan Williams, J., decided 


as long ago as 1895 that a winding-up court has no 
jurisdiction to settle disputes between who are 
for the purpose of those disputes altogether outside the 
winding-up. The Court of Appeal recently affirmed 
that principle in Re A. Singer Lid. (1943, 1 All E.R. 
225). The liquidator attacked a payment to the 
appellant bank on the ground that it was a fraudulent 
preference of the bank, which had granted an overdraft 
to the company, or, in the alternative, of two alleged 
guarantors or sureties for the debt. Thére was no 
suggestion of any conscious action by the bank in the 
matter of a fraudulent preference, but the liquidator, 
exercising his duty of getting in the company’s assets, 
had made respondent to the summons the bank alone, 
for the obvious reason that the bank was unquestionably 
solvent and, if the liquidator’s allegation was estab- 
lished, the money would be recovered from the bank. 
The bank wished to bring before the Court the two 
sureties, whose release was pu to be effected by 
the payment to the bank, which was being attacked. It 
was suggested that the liquidator’s proceedings by 
summons should be discontinued, and proceedings 
should be instituted by writ against the bank. The bank 
could then have issued a third-party notice on the 
alleged guarantors. That contention was rejected. It 
was also argued that the liquidator be ordered to add 
the sureties as parties to the summons. That argument 
was rejected, on the ground that such an order would 
be directing the liquidator to bring before the Court 

in whom he was not interested (he had a per- 
fectly solvent respondent to deal with, namely, the 
bank). Simonds, J., had held that third-party procedure 
was not applicable to such a case, and the Court of 
Appeal confirmed his view. Lord Greene, M.R., said 
that when the basis of the jurisdiction in companies 
winding-up was examined, it was quite plain that the 
third party procedure was not applicable. By Section 
164 of the Companies Act, 1929, the jurisdiction of the 


The Emergency 


In our November, 1939, issue we published the first 
instalment of a comprehensive guide to the wartime 
enactments and Orders which most concern the accountant. 
The thirty-ninth instalment is given below. -The sum- 
maries are not intended to be exhaustive, but only to give 
the main content of an Act or Order, the full text of which 
should be consulted if details are required. 


ORDERS 


HIRE PURCHASE 


No. 321. Hive-Purchase and Credit Sale Agreements 
(Control) Order, 1943. 

Price-controlled goods may not be sold under hire 
purchase or instalment arrangements if the total sum to 
be paid exceeds the lawful retail cash price. Exceptions 
set out in the Schedule include new motor and pedal 
cycles, sewing machines, floor coverings, wireless receiv- 
ing sets, domestic cooking, heating and cleaning appli- 
ances, and deaf aids, as well as goods in respect of which 
a maximum charge for instalment facilities is fixed by 
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Legal Notes 


procedure not available—Com- — 


_ this issue; page 120.) © 


High Court to wind up companies in England was to be 
exercised by a judge or judges of the Chancery Division 
assigned for the purpose by the Lord Chancellor. That 
jurisdiction was confined to the winding-up of companies. 
The precise procedure was set out in the Winding-up 
Rules. In deciding issues raised by a third-party notice, 
a judge would not be deciding anything relevant to the 
winding-up. The only matter in the winding-up was the 
controversy between the liquidator and the bank. If 
the third ies were brought before the winding-up 
Court, they would be submi to the jurisdiction of 
the winding-up Court, whose jurisdiction was limited 


ex hypothest to winding-up matters. 


EXECUTORSHIP LAW AND TRUSTS 


Administration of Estates Act, 1925, Section 50 (2)— 
Whether rules before 1926 or after 1925 applicable— 
Contrary intention. ~ 

The Administration of Estates Act, 1925, Section 
50 (2) provides that trusts declared in an instrument 
coming into operation before the commencement of 
that Act by reference to the statutes of distribution 
shall, unless a contrary intention appears, be construed 
as referring to enactments in force immediately before 
that Act. In Re H "s Settlement Trusts (1943, 1 All 

E.R. 173), the Court of Appeal affirmed a decision of 

Farwell, J., as to the application of that section to a 

voluntary settlement made in 1912. The settlor settled 

reversio interests upon trusts which had failed. 

The ultimate trust provided that, if the settlor died 

intestate and without having been married, the trustees 

should stand possessed of the settled fund and income 
thereof ‘‘ for such persons as would have become en- 
titled under the statutes for the distribution of the 
estate of intestates at the death of the settlor, 

he died thereof intestate and without having been 
married.” In 1941 the settlor died intestate without 
having been married. The Court of Appeal held that 
there was no con intention expressed, but merely 


a declaration of trusts by reference to the statutes of 
distribution. 
operation. 


Therefore the sub-section came into 


Acts and Orders 


Order and, under certain conditions, goods which have 
been the subject of a previous agreement. No. 157 is 
revoked. 

(See Accountancy, March, 1943, page 115, and this 


issue, page 121.) P 
INCOME TAX 


No. 397. Deduction of Income Tax (Schedule E) (Amend- 
ment No. 4) Regulations, 1943. 

Where the amount of tax to be deducted from an 
employee’s remuneration is amended and is found to be 
less than the amount already deducted, the employer is 
to refund the excess. When an employee leaves, the 
employer must give him a written statement of the 
amount that was being deducted from each payment of 
emoluments, and must also furnish a return to the 
collector. The employee must deliver the statement to 
his next employer, who must forward it to the collector 
and deduct tax at oe rate shown until he receives a 
notification. 


(See Accountancy, ‘December, 1941, page 53, and 
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PRICES OF GOODS AND SERVICES 
No. 393. Secondhand Goods (Maximum Prices, Maxi- 
mum Charges and Records) Order, 1943. 
No. 363. Utility Furniture (Maximum Prices, Mazi- 
mum Charges and Records) Order, 1943. 
No. 394. Pevambulators (Maximum Prices and Charges) 
(Na. 3) Order, 1943. 


April, 1943: 


No. 395. General Furniture (Maximum Prices, Maxi- 
mum Charges and Records) Order, 1943. 
Amendments are made in the Orders regulating the 
prices of secondhand goods, furniture and perambulators. 
No. 393 is a consolidating Order, 
(See Accountancy, March, 1943, page 115, and this. 
issue, page 121.) 


Society Of Incorporated Accountants 


JULY EXAMINATIONS 
The next examinations of the Society of Incorporated 
Accountants will be held on Wednesday, Thursday and 
Friday, July 28, 29 and 30, 1943, at Taunton, Southport, 
Glasgow, Dublin and Belfast. Completed applications must 
reach the Secretary at In Accountants’ Hall not 
later than Thursday, May 27, 1943. 


LONDON DISTRICT SOCIETY 
Mr. W. Norman Bubb has been elected chairman of the 


Incorporated Accountants’ London and District , and 
Mr. ’ Scott-Moore vice-chairman. Mr. F. Martin Je is 
the treasurer. 


PERSONAL NOTES 


At the suggestion of the Minister of Aircraft Production, 
Sir J. Frederick Heaton, F.S.A.A., was elected chairman 
and a director of Short Brothers (Rochester & Bedford), 
Ltd., in February. The Minister has also appointed Mr. 
Kenneth A. Layton-Bennett, F.C.A., as authorised controller. 
All shares in the company have now been vested in the 


‘Minister by an Order issued under Regulation 78 of the 


Defence (General) Regulations. ; 

The Council of the Royal Society of Edinburgh have 
elected to Fellowship Mr. John D. Imrie, C.B.E., F.S.A.A., 
City Chamberlain, Edinburgh. 

Messrs. C. Hewetson Nelson, Robson and Co., 67, Lord 
Street, Liverpool, announce that Mr. C. Hewetson Nelson, 
Incorporated Accountant, has retired from the practice, 
which will be continued under the same firm name by the 
remaining ers, Mr. Thomas Robson, Chartered Accoun- 
tant, and Mr. William E. Taffs, Incorporated Accountant. 
Mr. C. Hewetson Nelson will continue to act upon the several 
boards of directors of which he is a member. 

Mr. L. H. Hall, A.S.A.A., has been appointed Accountant 
Auditor of the City of London. Mr. Hall was formerly 
Assistant Accountant Auditor, and has been Acting Accoun- 
tant Auditor since the retirement of Mr. H. C. Roberts, 
F.S.A.A., at the end of 1942. 

Mr. J. W. Higgerty, Incorporated Accountant, and Mr. 
C. J. Ross Spencer, B.Com., Incorporated Accountant, have 
amalgamated their practices as from January 1, 1943, and 
will practise at Century Building, 94, Commissioner Street, 
cae ey under the style of J. W. Higgerty, Ross 

pencer and Co. 

Colonel G. W. T. Coles, I ted Accountant, has 
resumed public practice at Standbrook House, 2-5, Old Bond 
Street, London, W.1, and not at the address stated in our 
last issue. 

Messrs. John Gordon, Walton & Co., Chartered Accountants, 
7, South Parade, Leeds, 1, regret to announce the death of 
their senior ner, Mr. Alfred Walton, F.C.A., F.S.A.A., on 
March 18. e practice will be continued under the same 
firm name the remaining partners, Mr. Cyril Walton and 


Mr. Ru alton. 
REMOVALS 


Mr. D. J. Charles, Incorporated Accountant, has removed 
his offices to 14, John Street, Llanelly. 

Mr. Joseph W. Shepherd, C.B.E., Incorporated Accoun- 
tant, announces that his Colwyn Bay office has been removed 
to Grosvenor Chambers, Conway Road. 

Messrs. Knight & Co., Incorporated Accountants, have 
removed their offices to 79, Bishopsgate, London, E.C.2. 


OBITUARY 


WILLIAM ROBERT CLARKE 
We have learned with regret that Mr. W. R. Clarke, F.S.A.A., 


Dublin, died on March 1, at the age of 45. Mr. Clarke became 


a member of the Society in 1923, after serving articles with: 
Mr. J. A. Kinnear, F.S.A.A. A few years later he was ad- 
mitted to partnership in Messrs. J. A. Kinnear and Co., but 
since 1936 he had been practising independently under his. 
own name. 


TOWN AND COUNTRY PLANNING 


A plea for satellite towns instead of sprawling masses. 
of new housing estates after the war was made by Mr. F. 
Marshall, M.P. for Brightside, at the first monthly 
luncheon of the Incorporated Accountants’ District 
Society of Sheffield, on March 15. 

“The development of the last twenty years has not been 
town planning but the abandonment of the towns, and if 
it goes on, the cities will become vast, empty shells,” 
he said, and pointed out that the additional destruction 
and demolition of war had made the problem an even 
greater one. 

For the first time they had a Planning Minister who 
could preserve the coastal areas and national parks, while 
it would be up to the Government to decide the siting 
of new roads and aerodromes and have something to say 
regarding the placing of factories in the future. 

Local planning authorities had often found that claims 
for compensation made their schemes prohibitive or they 
failed through lack of co-operation from neighbouring 
authorities. Poorer authorities often found it impossible 
to go ahead with improvements owing to the compen- 
sation claimed. Now there was a Planning Minister, new 
schemes could be suggested from the top instead of 
having to be suggested by the local authorities. Out of 
the destruction of war and the ugliness of the last 
century, they would build a better Britain. 

In reply to Mr. A. B. Griffiths, Mr. Marshall said it had 
been already suggested to the Ministry that estate houses 
should not be all of one class. The better class of house 
should also be built with workers’ homes, so that seg- 
regation of certain sections of the community should not 
lead to class consciousness. In the early 19th century 
there had been a new phase in architecture which began 
a tradition which had it been followed would have made 
the towns a lasting joy. The New Town of Edinburgh 
and parts of Bath, Cheltenham, Brighton, and Buxton 
with their 18th century buildings were a joy to see. In 
London alone, 430 squares were built at that time, and 
their beautiful Georgian buildings were thoroughly 
lovely even to-day on account of their quiet dignity and 
grace. It was a development capable of a great and 
glorious future had it not been for the age of coal and 
steel which followed with its mad scramble for wealth. 
Escapism with its garden cities followed, and vast 
housing estates and ribbon development. The housing 
estates were neither town nor country, for the warmth 
and fellowship of the town was lacking, while transport 
was costly and took up too much of the workers’ time. 

Mr. A. F. J. Girling, president of the District Society, 
was in the chair. A vote of thanks was proposed by 
cee H. Cunningham and seconded by Mr. Percy 
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